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MERCHANT MARINE STUDIES 


WEDNESDAY, OCTOBER 21, 1953 


Untrep States Senate, 
SrecraL SuBCOMMITTEE ON Marrrrme SussIDIESs OF THE 
CoMMITTEE ON INTERSTATE AND ForEIGN CoMMERCE, 
San Francisco, Calif. 

The subcommittee met, pursuant to call, in room 261, United States 
Courthouse, 7th and Mission Streets, at 10 a. m., Senator Charles E. 
Potter, presiding. 

Present: Senators Potter, Butler, Magnuson, and Congressmen 
Allen and Shelley. 

Senator Porrer. The subcommittee will come to order. I think 
it is wise, first, to introduce the members of the subcommittee. Weare 
fortunate today in having the full subcommittee here. 

On my right is Senator Butler of Maryland. Senator Butler has 
just returned from a trip to Europe where he inspected the various 
European shipyards. He is one of the leading Republican Members 
of the Senate, as far as his interest in maritime legislation is concerned. 

On my left is, of course, Senator Magnuson of the State of Wash- 
ington. Senator Magnuson is former chairman of this subcommit- 
tee, and one of the leading authorities in the Senate on maritime 
problems. 

We also have your two Congressmen from this area. Congressman 
Allen from Oakland, across the river, is on my right. John is a 
member of the Merchant Marine and Fisheries Committee of the 
House, and also one of the leading spokesmen for the maritime indus- 
try in the House of Representatives. 

On my left you have your own good friend Jack Shelley, who is 
thoroughly familiar with the maritime problems of not only this area 
but of the national problems as well. Jack is one of the leading 
Democratic spokesmen for maritime problems in the House of 
Representatives. 

So, while I have a little knowledge of the vast problems involved, 
T have on my right and my left, men of vast experience and knowledge 
on the subject. 

This is not an investigating committee. We are out here to get 
information and to receive facts to better evaluate the existing law, 
to see whether the law is sufficient to meet our maritime needs. 

I think the members of the subcommittee feel it is necessary that 
we have a strong, active American-owned merchant marine, not only 
for national defense, but for our commercial commerce. 

We want to get as many facts as possible to meet the various prob- 
lems that exist at the present time and problems that we can see in 
the future as will affect our American merchant marine. 
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As I say, we are not out after anyone. We are here to get in- 
formation from you people who have knowledge that we do not have, 
so that we can better write legislation or amend legislation, or to see 
that the act is administered properly. ‘ 

We are trying to keep our scope as broad as possible, to bring in as 
many people as we can, not just the operators, not just labor repre- 
sentatives, but we want shippers, people in other fields who have an 
interest in having a strong American merchant marine. I think one 
of the big problems we had in the past is the fact that we have 
limited our interests to just the interests of the operators, to the 
interests of labor, and we have not built a broad enough base. When 
legislation is before the Congress affecting the American merchant 
marine, we have little interest from the people of the Midwest, from 
the other States other than the coastal States. 

We want to broaden that base, to develop as much understanding 
and interest as we can of our maritime problems. 

We are unfortunate that our counsel, John M. Drewry, who many 
of you know, and who is familiar with our operations, is sick. He has 
been our counsel for the committee. He is a very able man. 

After arriving in San Francisco, he had an illness which has forced 
him to be hospitalized. It is not of a serious nature, but it will re- 
quire his hospitalization for a few days. It is our loss that he is 
not with us. 

We are fortunate in having a man who used to work with this com- 
mittee when Senator Magnuson was chairman, Ralph Dewey. We 
have solicited his support and help. 

I might mention to the photographers that the subcommittee has no 
objection to pictures at any time. In order to expedite the effort as 
to the witnesses, if you care to have pictures of the witnesses as they 
appear, and they have no objection, will you take them at the begin- 
ning and then step aside so that flash bulbs will not be going off in 
their faces all during their testimony ? 

I wish to thank the various groups in San Francisco for their kind 
hospitality which has been shown the committee so far. I want to 
particularly thank you, Congressman Shelley, for your help in se- 
curing the courtroom here today. 

Unless some other members of the committee have some statements 
that they would like to make, we will call the first witness. 

Congressman Allen and Congressman Shelley are sitting with the 
subcommittee and have all the rights to ask questions as if they were 
members of the subcommittee. 

I have an opening statement, which I will not read, but which will 
be made a part of the record at this time. 

(The statement referred to is as follows :) 

The subcommittee was appointed in April 1953 by the late Senator Charles W. 
Tobey, of New Hampshire, chairman of the Committee on Interstate and Foreign 
Commerce, to make a study and analysis of construction and operating differen- 
tial subsidies under the Merchant Marine Act, 1936, as amended, together with 
other forms of Government aid to the American merchant marine. The sub- 
committee members are Hon. Charles EK. Potter, Michigan, chairman; Hon. John 
Marshall Butler, Maryland; and Hon. Warren G. Magnuson, Washington. Spe- 


cial counsel for the subcommittee is John M. Drewry, formerly counsel for the 
House Merchant Marine and Fisheries Committee. 


From the outset, the subcommittee has been of the opinion that any analysis 
of the subject of Government aid to shipping must be preceded by comprehensive 
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hearings and studies on the function and status of the American merehant 
marine in relation to the national interest. The subcommittee believes that the 
philosophy expressed in the preamble to the 1936 act, and in other shipping acts, 
clearly states the nature of the national interest insofar as the merchant marine 
is concerned. Therefore, in hearings held in Washington from early May to the 
end of July, the subcommittee has received testimony on the general subject of 
the size and composition of the American merchant marine as it is and as it 
ought to be—for defense and for the carriage of our waterborne commerce. 
Witnesses have been high officials of the Departments of Defense, Commerce, 
State, the Mutual Security Agency, representatives of ship operators, both sub- 
sidized and nonsubsidized, in all types of services, shipbuilders, seagoing and 
shipyard labor, shippers and bankers, and marine underwriters. 

To get a full record of the merchant-marine picture today, the subcommittee 
has encouraged the presentation of testimony by those closest to the problems of 
the various segments of the maritime industry and the many industries it serves 
in the national interest. Thus, there have been heard not only the highly 
qualified statements of representatives of associations, but also of operating 
officers of individual corporations who could speak feelingly and answer with 
confident knowledge of the nature of their business and the problems which face 
them today. 

The overall program of the subcommittee consists of three general phases 
of study. They are— 

1. The size and composition of the merchant marine, present and future. This 
phase, which is still continuing, embraces such matters as the nature of particular 
trades and areas, the problems of the shipbuilders, shippers, and other related 
groups, as well as the much broader aspects heretofore covered by the Depart- 
ments of Defense and Commerce as to the overall situation. 

2. The effectiveness of existing laws and their administration in the main- 
tenance and development of an adequate and efficient merchant marine; and 

3. The development of such new legislation, or recommendations for improve- 
ment in administration, as will serve to assure the maintenance of a merchant 
marine deemed to be essential in the national interest. 

Phases Nos. 2 and 8 cannot be reached before the next session of the Congress. 
The subcommittee has made no effort to consider specific legislation or make 
critical appraisal of the effectiveness of existing law up to the present time 

There is still much essential material which should be received in the form of 
facts, figures, and viewpoints to provide the subcommittee with an adequately 
comprehensive background. 

Therefore, long before the adjournment of Congress it hecame clear that special 
consideration should be given to our maritime problems as close at hand as 
possible, and it was determined that regional hearings would be invaluable to 
the subcommittee’s understanding of the many aspects of the situation. 

Accordingly, the subcommittee is holding this 3-day hearing in San Francisco 
for the purpose of learning more about the particular aspects of all segments 
of the merchant marine in and from the Pacific coast, together with consideration 
of certain other matters which limitations of time precluded from the recently 
concluded hearings in Washington, D. C. In this way the subcommittee hopes 
that the fullest possible record may be compiled for use in the second and third 
phases of its study. 

While the subcommittee is most anxious to add to its existing record as much 
relevant material as possible within the scope of phase No. 1 of its study 
previously referred to, it may not be possible in the time available to hear 
from all who would like to be heard. However, requests for the submission of 
statements for the record will be in order. 

In order that the fullest consideration may be given to the various aspects 
of the merchant marine in relation to the Pacific coast, the subcommittee is 
hopeful that groups having similar interests may agree upon a single spokes- 
man as witness. However, additional statements from members of the group 
relating to phases of the problem particular to such member will be received 
for the record. 

Written statements are preferred. It would be appreciated if witnesses 
whose statements exceed about 20 minutes reading time would be prepared 
to file them for the record and brief their contents in oral testimony as previously 
announced, at least 35 copies of statements are desired before the commencement 
of the hearings for the use of the subcommittee and its staff and for distribution 
on the day of the presentation of said statement. 
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Subject to adjustments which may develop, the subcommittee hopes to hear 
oral testimony in accordance with the following agenda, which was previously 
circulated for the use of prospective witnesses : 

1. Pacific coast-worldwide berth line operations 

Discuss briefly scope of these operations. Developments in Pacific coast 
economy in relation to in- and out-cargo movements, Numbers and types of ships 
Question of age and obsolescence. Emphasize transpacific trade and its problems 
today—prospects for future. 

2. Alaska and Pacific coastwise operations 

(a) Alaska.—Discuss something of history of this trade and scope of opera- 
tions. Explain developments in trade in recent years in regard to expansion 
of Territorial economy, military and civilian needs. Numbers and types of 
ships. Question of age, obsolescence. Problems hampering trade today— 
prospects for future. 

(b) Pacific coastwise-—Discuss history of trade and scope of operations. 
Explain status of trade today. Types of cargoes. Numbers and types of ships. 
Question of age and obsolescence. Problems. Prospects for future. 


8. Hawaii (noncontiguous domestic) and Australasia (subsidized) 

Discuss under separate headings the history of these trades, where they 
are today, what prospects for future. Cover both passenger and freight aspects. 
Numbers and types of ships serving trade. Nature of competition. Question 
of age and obsolescence of ships. Special problems. 

4. Shipper witnesses 

Whether or not United States-flag ships preferable. Adequacy of service 
presently rendered. Improvements, if any, that could be made. Comments 
regarding current trade prospects. 

United States intercoastal service in the past, today, and future. 


5. Maritime labor-management relations 


Labor-management joint efforts for promotion of merchant marine. 
Economy of shipping industry in relation to maritime labor—past, present, and 
future. 


6. Pacific coast shipbuilding and ship repair 


Historical. Status of shipbuilding and ship repair today. What yards, ways, 
other facilities, active or in standby. Labor force available. Place of Navy ship- 
yards in Pacific coast shipbuilding picture. Questions of shipbuilding costs versus 
costs in other areas, and why. Prospects for future. 


7. Pacific tankers 


Historical. Today. Numbers and types of vessels. Age and obsolescence. 
Problems. Future prospects. 


8. Roll-on, roll-off, and container ship 


Status of domestic coastwise shipping. Possibility of meeting defense and 
commerce needs through new developments. Relief of highways by truck-body 
water carriers. Recent history. Problems. Prospects. 

9. Special problems 

(a) Liberty-ship conversion. 

(b) Financial aid to shipping. 

(c) Ship supplies. 


The subcommittee realizes that the foregoing field of inquiry bears within it 
many complicated and diversified problems as well as conflicts, many of which 
will have to be studied in detail later. At this time, however, the subcommittee’s 
primary goal is to limit its efforts to developing an understanding of the overall 
merchant-marine situation and its requirements as an essential preliminary step 
to an effort to seek the means to assure a healthy and efficient merchant marine 
adequate to the essential needs of the United States and consistent with our 
position in the free world today. 


Senator Porrer. Mr. Robert E. Mayer, president, Pacific American 
Steamship Association, will be our first witness. 

Before you begin your statement, Mr. Mayer, I would like to say 
this. We have a very heavy schedule. We have many people we want 
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to hear. If all witnesses will confine their remarks to as brief a time 
as possible, give us the highlights, it will be helpful; if you have a 
longer statement, if you care to make a summarization of your state- 
ment and supply your written statement for the record, it will be 
helpful to the committee. Mr. Mayer. 


STATEMENT OF ROBERT E. MAYER, PRESIDENT, PACIFIC 
AMERICAN STEAMSHIP ASSOCIATION 


Mr. Mayer. Mr. Chairman and gentlemen, this statement is offered 
on behalf of the Pacific American Steamship Association, which is a 
trade group representing the 12 major American-flag carriers on the 
Pacific coast. 

In the information sheet which you supplied to prospective witnesses 
earlier, you indicated that in Washington you had already received a 
lot of technical information concerning the size and composition of 
the fleet, opinions of various witnesses as to what the size and composi- 
tion of that fleet should be to discharge our obligations to our economy 
and our defense. 

Since you have that there, and since your time here is limited, we will 
not comment on that to any extent, except to say that our association 
supports wholeheartedly, 100 percent, that portion of the 1936 Mer- 
chant Marine Act which states that we should have a privately owned 
and operated merchant marine capable of carrying a substantial por- 
tion of our foreign commerce; and we believe that has been fairly and 
rightfully and authoritatively interpreted to mean at least 50 percent ; 
also that we should have a fleet capable of carrying 100 percent of our 
domestic waterborne commerce. 

That we today do not have that kind of fleet is obvious, because I 
think today the participation of the American-flag carrier in our 
foreign commerce is down to about 30 percent, as against the 50-per- 
cent target which we think is a good interpretation of the act. 

On the intercoastal part of our domestic service, we are handling 
between 2 and certainly not over 5 percent of our transcontinental 
freight ; coastwise we are down to a ridiculously low proportion. 

That is all we think we should comment on at this time concerning 
the size and composition of the fleet. You may have following wit- 
nesses who may comment in more detail. 

Your committee’s agenda indicated that in the hearings here you 
would like to develop more particularly problems concerning the 
steamship line, and other segments of the maritime industry as they 
operate on this coast, and as Pacific coast operation might actually 
affect them or create problems. 

During the hearings you will hear from individual representatives 
from various American-flag lines. From their testimony and the 
briefs they will submit, I am sure they will give you a clear picture 
of exactly what the various trades are on the Pacific coast that the 
American line is in, and exactly what the particular problems are in 
those trades. 

Our association will state what we believe to be several of the prob- 
lems which either directly or indirectly affect all of the American- 
flag carriers on the coast, or in which they all have a very direct in- 
terest because it is a matter of important principle. 
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The statement will be brief in character and very general, support- 
ing the statistics and data which we will file with the committee in 
a general statement. 

The first of these numerous and, we maeye, more important prob- 
lems common to all the carriers is the one related to the steamship rate 
conference. By way of background, very briefly, all of us know that 
the railroads and motor carriers are permitted by law to get together 
and fix prices or fix rates; in essence, they are permitted to do that. 
That is permitted under an exemption of our antitrust laws. In very 
similar language, the steamship lines can get together and suggest or 
fix rates or make rate agreements. This has long been recognized in 
transportation and other public utilities where stability and certainty 
of service is a necessity. 

They have long since said, “We will take away the price competi- 
tion.” This is nothing new. 

Unlike, however, the domestic carrier, the offshore carrier is faced 
with a bit of a different problem with respect to upholding the sta- 
bility of a rate structure. This results from many factors, one of them 
possibly being the questionable practical jurisdiction of our Govern- 
ment over a foreign steamship line. 

For that reason, the international water carrier has resorted to what 
is known as a dual-rate system, or its equivalent in one form or an- 
other, in order to hold a conference together and provide reasonable 
assurance that there will be a substantial amount of tonnage-handling 
cargo at the tariff rates. 

In our Government, particularly in recent years, we have been 
treated to the anomalous situation where we have 1 department of 
our Government defending this aye m and 2 other departments at- 
tacking it. We feel that if we were as fully understood, and if the 
problem were as fully understood as the motor and rail problem, these 
attacks would not come about. We see no such attacks on the rail or 
truck system. 

Of course, it is true they do not have the strange animal of the 
dual-rate system, but nevertheless, basically, the same problem is 
involved, and that system is not under attack. We believe it is partly 
because, possibly, of a lack of understanding 

Senator Porrer. What Departments of Government are you re- 
ferring to—the Department of Justice? 

Mr. Mayer. Justice and Agriculture on the one hand. We think 
by a mature merchant-marine policy, which might bridge administra- 
tions and bridge departments, we might solve this problem, that is, 
by a full study and understanding of exactly why we must have this 
kind of system. 

Senator Magnuson. Before you leave the rate conferences, I think 
for the purpose of the record it ought to be stated that although you 
have the exemption under antitrust laws to get together and deter- 
mine rates, those rates must be filed, and they are subject to any criti- 
cism or review by any public group that wishes to come in and make 
a protest. 

Mr. Mayer. Thank you, Senator, that is right. 

Senator Macnuson. So it is just not getting together and setting 
rates and they become an actuality. They are subject to further re- 
view and must be filed for the benefit of the public. 

Mr. Mayer. That is correct. Thank you. 
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Senator Butter. Do those rates constitute a ceiling; must the car- 
rier charge that particular rate ? 

Mr. MAYER. They constitute a minimum rate, I believe. The ques- 
tion of the precise relationship between the Federal Maritime Board, 
which is the regulatory agency as respects rates, and which enforces 
that portion of the act which prohibits discriminatory rates, is a 
highly technical thing. 

You will have a subsequent witness coming before you who will 
testify directly and specifically on conferences. He is the chairman 
of one of our most important conferences. 

Senator Maenuson. Will he testify on the Pacific Westbound 
Conference ? 

Mr. Mayer. He will. We will file a supplemental statement which 
will comment on this further. 

A second problem which is paramount in the minds of the Ameri- 

can-flag carriers is one with which your committee has been familiar 
for some time, the problem of discriminations by foreign nations 
against vessels of the American flag using their ports. 

Because a portion of our merchant marine operates under a subsidy, 
we all know that we are constantly urged by the administrations and 
by committees in Congress to help ourselves, so to speak, to be more 
efficient and thus bring about a less costly operation. The industry 
is working toward this in many directions. 

But in the field of fi: ag discriminations, when we get into that, we 
are in the field of international diplomacy and our agent there must 
be the State Department. We cannot operate ourselves in the field of 
diplomacy. 

Because the discriminations go on, and because they are permitted, 
we do, in a part, have a more costly American merchant marine. 

Senator Porrrr. On June 28, I requested the Department of State 
and on July 1, the Department of Commerce for information as to 
instances of unjust foreign discrimination against America-flag ship- 
ping and their replies will be made a part of the record and appear at 
pages 1192, 1195. 

What countries are most guilty of discrimination at the present 
time; do you know? 

Mr. Mayer. I would not want to cl: issify them in degree of their 
seriousness, but we do have, for instance, affecting the industry-—— 

Senator Maenvuson. If you do not want to, I will classify them. 
South America is the worst violator. 

Mr. Mayer. We have Nicaragua, Chile, and Ecuador, who are now 
engaging in practices against our fleet which we have never heard 
of in this country. 

Our Congress, our administration, our foreign-trade groups in this 
country would raise a hue and cry heard all over the country if we 
even tried one of these things. Those are the three countries that are 
particularly irritating to us at this time. We have another little 
problem concerning British Columbia. 

Senator Magnuson. For background, up to a year and a half or 2 
years ago, other South American countries, ine ‘uding Brazil and wen 
‘Argentine, had some discriminatory practices which, I think, in thei 
favor, they have attempted to correct. Take pilot fees. We used to 
pay a lighthouse fee coming in. 
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Mr. Mayer. A very serious one in the category which Senator Mag- 
nuson just mentioned was one by Brazil 

Senator Magnuson. In berthing? 

Mr. Mayer. That is right. There would be 4 or 5 American vessels 
standing in the port ready to discharge when they could get a berth, 
and a Brazilian national flag vessel would come along behind them and 
be given the berth first. 

I might say that a very strong resolution of the full committee of 
the Interstate and Foreign Commerce Committee in a previous Con- 
gress resulted directly in the elimination of that discrimination. 

Mr. Auten. Mr. Mayer, has any study been made of the cost to the 
American Treasury for the payment of subsidies by the delays to 
crews on subsidized lines ? 

Mr. Mayer. No, I do not think so, Mr. Allen. It is difficult, some- 
times, to even dig up all the discriminations, because some of the lines 
are sometimes a little hesitant to be the complainant. I think you 
can understand why. That has never been done, but I think it could 
be done with some degree of estimated accuracy. 

To go on, the types of things 

Senator Maenuson. Before you leave that point, isn’t this cor- 
rect? Some of the lines, and you cannot blame them, have made agree- 
ments with different countries for different arrangements to come in 
and out of those ports. What we are striving for is to eliminate any 
special or individual agreements, and to have the port open, with the 
same rules for everybody. You could not blame some of the lines, 
because they had the problem of getting in and the problem of these 
discriminatory fees. 

What we are trying to do is create an atmosphere, and rules and 
regulations, in which every American-flag vessel comes in under the 
same terms. I think we are making some progress. Do you agree with 
me on that? 

Mr. Mayer. I think so. 

Senator Porrer. It is a matter of needling our State Department, in 
many cases, to act? 

Mr. Mayer. Yes. By way of illustration, here are 2 or 3 of the 
types of things we are now faced with. American-flag vessels are 
charged pilotage fees in a particular port where the other flag vessel, 
using the same port, that is, the flag of the port, is not charged. They 
charge consular fees of 50 percent, if the cargo is to move on the for- 
eign-flag vessel, or, putting it another way, charging double if it 
moves on an American vessel to that country, the foreign-flag vessel 
being favored being the one to whom the cargo is going. 

Another one is their refusal to issue certificates and import licenses 
for cargoes moving on an American vessel if a vessel of their own flag 
is scheduled to sail within 14 days thereafter. 

Senator Butter. Does that apply to shipments we are making under 
the FOA to foreign nations? 

Mr. Mayer. I don’t know, but it could come about. It could result 
in a delay of the FOA shipment if it moved on the same vessel that was 
delayed as a result of one of these discriminatory refusals. 

Senator Butter. What I have in mind is that if we are shipping 
an FOA cargo to a foreign nation, and we ship it in an American 
nattue, we pay this 50 percent extra; is there a consular fee on those 
ships 
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Mr. Mayer. I don’t know what the documentation is on the FOA 

shipments. I cannot tell you, Senator. 
enator Magnuson. It could be, if it was mixed with other cargo? 

Mr. Mayer. It could suffer the same vessel delay. 

Senator Butter. We would give something to a foreign nation, and 
they would charge us 50 percent for doing it? 

Mr. Mayer. If they are subject to the same documentation. I am 
not sure, but I don’t think it is, in general, that is, moving under 
Government arrangement. I don’t know the documentation on that 
FOA stuff. I just can’t tell you. I can get that information, how- 
ever, and supply it to the committee. 

Senator Butter. I would like to have that for purposes of the 
record. 

Senator Macnuson. And get it when it is less than full ship lots, 
when it is mixed-up cargo. 

(The following supplemental statement was subsequently supplied 
for the record :) 


PactFic AMERICAN STEAMSHIP ASSOCIATION, 
San Francisco, Calif., November 13, 1953. 
Hon, CHartes E. Porter, 
United States Senate, 
Senate Office Building, 
Washington, D. C. 


Dear SENATOR Potrer: Enclosed are two copies of our supplementary state- 
ment for the record. 

We appreciate your permitting us the opportunity to add these supple- 
mentary remarks to our oral statement which was presented before your com- 
mittee in San Francisco on October 21, 1953. 

Yours very truly, 
Rosert BE. Mayer, President. 


SUPPLEMENTARY STATEMENT OF Ropert E. MAYER, PRESIDENT, PACIFIC AMERICAN 
STEAMSHIP ASSOCIATION, ON BEHALF OF THE 12 MAsor AMERICAN-FLaG 
CARRIERS ON THE Pacrric Coast FoR THE RecORD OF THE PoTTeR SUBCOMMITTEE 
ON MARITIME SupsipreEs—NOVEMBER 13, 1953 


The following supplementary statement with the attached table showing trade 
routes from the Pacific coast and lines serving each trade is offered on behalf of 
the Pacific American Steamship Association, a trade group representing the 12 
major American-flag carriers on the Pacific coast, and is to be added to the oral 
remarks made by Robert E. Mayer, president of the Pacific American Steamship 
Association, before the Special Subcommittee on Maritime Subsidies, United 
States Senate Committee on Interstate and Foreign Commerce, San Francisco, 
Calif., October 21, 1953. 


FLAG DISCRIMINATIONS 


Following are specific examples of the discriminations by foreign nations 
against vessels of the American flag. These examples are not intended to be 
exclusive but are indicative of the problems involved in which we feel the United 
States Government should take corrective action through proper channels. 

The Government of Ecuador charges consular fees which amount to 314 percent 
of the f. o. b. value on certain cargoes if the cargo is to move in an Eeuadorian- 
flag ship or a vessel of the Gran-Colombiana Line (jointly owned by the Ecuador- 
ian and Colombian Governments). If the movement is made on the line of any 
other flag, the consular fee is 7 percent. This difference in consular fees amounts 
to $4 per short ton on a low-value commodity like tallow, which carriers a rate of 
only $22.50 a short ton. Thus it can be readily seen how such a discrimination 
adversely affects American-flag carriers, who could enjoy the participation in 
this—and other cargoes—from Pacifie coast ports 

We understand that the Government of Chile is issuing import licenses which 
contain a provision stating that the goods are to be shipped on a Chilean-flag 
vessel. We also understand that Chilean consuls in the United States only 
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certify these documents for shipment in United States flag vessels if no Chilean- 
flag vessel is scheduled within 15 days of the United States flag ship’s scheduled 
loading date. Such action on the part of the Government of Chile is clearly 
discriminatory against United States flag carriers. 


50-50 SHIPPING PROVISION 


Following is an excerpt of the so-called 50-50 clause from each act mentioned. 
and they are quoted as examples of clear congressional intent to embody this 
legislation in all aid acts. 


Public Law 472, 80th Congress—Foreign Assistance Act of 1948 (approved Decem- 

ber 17, 1947) 

“Sec. 111 (a) (2). * * * The Administrator shall, in providing for the pro- 
curement of commodities under authority of this title, take such steps as may 
be necessary to assure, so far as is practicable, that at least 50 per centum of the 
gross tonnage of commodities, procured within the United States out of funds 
made available under this title and transported abroad on ocean vessels, is 
so transported on United States flag vessels to the extent such vessels are avail- 
able at market rate.” 


Public Law 47, 81st Congress—To Amend the Bconomic Cooperation Act of 1948 

(approved April 19, 9149) 

“Sec. 6 (a). The last sentence of paragraph (2) of section 111 (a) of such 
Act is hereby amended to read as follows: ‘The Administrator shall, in providing 
for the procurement of commodities under authority of this title, take such 
steps aS May be necessary to assure, as far as is practicable, that at least 50 
per centum of the gross tonnage of commodities procured out of funds made 
available under this title and transported to or from the United States on ocean 
vessels, computed separately for dry bulk carriers, dry cargo liner and tanker 
services, is so transported on United States flag vessels; and, in the adiministra- 
tion of this provision, the Administrator shall, insofar as practicable and con- 
sistent with the purposes of this title, endeavor to secure a fair and reasonable 
participation by United States flag vessels in cargoes by geographic area’.” 
Public Law 329, 81st Congress—Mutual Defense Assistance Act of 1949 approved 

October 6, 1949) 

“Sec. 409. That at least 50 per centum of the gross tonnage of any equipment, 
materials, or commodities made available under the provisions of this Act, and 
transported on ocean vessels (Computed separately for dry bulk carriers and 
dry cargo liners) shall be transported on United States flag commercial yessels 
at market rates for United States flag commercial vessels in such manner as 
will incur a fair and reasonable participation of the United States flag commer- 
cial vessels in cargoes by geographic areas. 


Public Law 897, 81st Congress—Yugoslav Emergency Relief Assistance Act of 

1950 (approved December 29, 1950) 

“Sec. 9. At least 50 per centum of the gross tonnage of any equipment, mate- 
rials, or commodities made available under the provisions of this Act and trans- 
ported on ocean vessels (computed separately for dry bulk carriers and dry 
cargo liners) shall be transported on United States flag commercial vessels at 
market rates for United States flag commercial vessels, if available.” 


Publie Law 48, 82d Congress—India Emergency Food Aid Act of 1951 (approved 

June 15, 1951) 

“Sec. 4 (d). The assistance provided under this Act shall be provided under 
the provisions of the Economic Cooperation Act of 1948, as amended, applicable 
to and consistent with the purposes of this Act.” 

Public Law 400, 82d Congress—Mutual Security Act of 1952 (approved June 20, 

1952) 

Section 7 (c) (38) (incorporates specifically Section 111 of the Economic 
Cooperation Act of 1948, as amended). 

Public Law 77, 83d Congress—Pakistan Emergency Fund Aid Act of 1953 (ap- 

proved June 25, 1953) 

“Sec. 1. * * * At least 50 per centum of the gross tonnage of wheat made 
available under this Act and transported from the United States on ocean vessels 
shall be so transported on United States flag vessels to the extent practicable 
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and to the extent such vessels are available at market rates for United States 
flag vessels. 


Public Law 218—83d Congress—Mutual Security Appropriation Act, 1954 

(approved August 7, 1953) 

“Sec. 106. The Administrator shall, in providing for the procurement of 
commodities under authority of this Act, take such steps as may be necessary 
to assure, so far as is practicable, that at least 50 per centum of the gross ton- 
nage of commodities, procured within the United States out of funds made 
available under this Act and transported abroad on ocean vessels, is so trans- 
ported on United States flag vessels to the extent such vessels are available 
at market rates.” 

Such legislation was not embodied in the Surplus Agricultural Commodity Act 
(Public Law 216 (83d Cong.)), approved by the President August 7, 1953, and 
known as the Famine Relief Act of 1953. The reason the 50-50 clause was not 
embodied in this legislation is explained by the following quotation, which ap- 
peared in the House-Senate Conference Report (H. Rept. 1070) on the enabling 
bill (S. 2249) which was adopted by Congress. 

“The conference, by accepting the language of section 2 of the House amend- 
ment, eliminates from the conference substitute the provision in section of 
the Senate bill similar to the provision of the House bill as reported which 
was stricken from the bill by a point of order in the House. As a consequence 
of this action, all costs incurred in making delivery of the commodities after 
they have been placed on board vessels in United States ports will have to be 
paid either by the recipient countries or some other agency, or by the President 
from funds of the Mutual Security Agency or other funds available to him, and 
the $100 million limitation will apply only to the investment of the Commodity 
Credit Corporation in the commodities including costs incurred by it in making 
delivery on board vessels in United States ports. This procedure is in keeping 
with the normal operations of the Commodity Credit Corporation and permits 
the use of transit rates which are in effect on large volumes of commodities. 

“This action also made it unnecessary to retain in the conference substitute 
the provision of the House amendment requiring that at least 50 percent of the 
commodities shipped overseas pursuant to this legislation should be shipped in 
United States flag vessels. It is the established policy of the Mutual Security 
Agency to follow this principle in shipment of United States commodities abroad 
and it is assumed that the policy will continue to be followed in this instance.” 

The Pacific American Steamship Association respectfully suggests that Con- 
gress pass specific legislation of an overriding character which would make the 
provisions of the 50-50 clause applicable to all future Government-aid programs 


WATER-RAIL RATE PROBLEM 


The full record of this subject is available in Ex parte 165 (Interstate Com 
merce Commission Dockets 29721, investigation of rail rates; 29722, investiga- 
tion of Pacific coastwise water rates; 29663 and 29664, investigation of inter- 
coastal rates). 

Following is a copy of exhibit No. 10 (Docket 10425) and one of exhibit No. 79 
(revised) (Docket 29721). These two exhibits have been reproduced here from 
the Final Report of the Senate Fact-Finding Committee on San Francisco Bay 
Ports, California Legislature of 1951, General Session, July 1, 1951. Exhibit 
No. 10 appears on page 278 as table 34, and exhibit No. 79 appears on page 284 
as table 35 in that report. 

These two exhibits are presented here as examples of the type problem involved 
and are not intended to be exclusive. 

For further information on this subject, we suggest that the Intercoastal 
Steamship Freight Association, 80 Broad Street, New York, be contacted. 

Because this subject is highly complex, we feel that it would be difficult for 
the Senate Subcommittee on Maritime Subsidies to act on it without first 
establishing a special subcommittee to look into the matter thoroughly. 

The Pacific American Steamship Association will furnish any assistance it 
can to any group established to study this problem. 

36174—54—-pt. 22 
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TABLE 34.—Comparative rail rates in effect (a) prior to 1930, (b) after fourth 
section order was issued in 1930 and (c) at present, on selected commodities 


Commodity 


| 


Automobiles 


Beans, dried 
Beverages 


Canned goods 


Coffee, roasted 


Fruit, dried 
Iron and steel 
Lubricating oil 
Salt, in packages 
i cd vetihewssndeodad | 


ST 10 nnn nmetnGiineutaen 


[Rates in cents per 100 pounds] 





| | Rail rate 
| | | for compa- 

Rail rate Rail rate Per- rable dis- 

From San Francisco | prior to authorized |centage| Present} tances to 

to | ICC order} by ICC reduc- | rate? interior 

1930! | order? | tion points 4 
| November 

| | 1950 
(1) (2 | (3) (4) (5) | (6) 

Portland 176% 94 47 | 176 194 
Seattle 218)4} 125 43 | 176 | 214 
Portland meuiea 87 | Rob a) 59 | FP? BR 119 
Portland 8&8 33 | 6214 62 | B72 
Seattle 89 | 42 53 | 69 | T4205 mess 
| Portland | 85 | 26% 69 | 70 --- pr 
Seattle 101% 35 6544 78 ; & 79 
| Portland 9 | 38 58 63 | A ® so 
Seattle 112 | 39 65 72 | 89 
Portland 103% 3114 70 86 | ? w' 
Seattle | 117% 42 64 98 « 78 
Portland... 60 29 52 57 . 63 
Seattle 108 35 | 6714 64 | “Se § 79 
Portland 86 | 31%) 63 | 70) 3m 98 
Seattle | 106 42 60 78 | 91 
Portland___- 55 2314 57 | 48 58 
Seattle ulsiasdl | 31% 53 69 
Portland ah | 88 | 28 68 | 85 | 85 
Seattle 110 3544 68 96 85 
Portland fant 88 24 73 59 | 98 
Seattle wane tae centages : eee | 64 77 


1 Hallmarks, exhibit No. 
Utah (for comparison with 
2 Nickerson, exhibit No 





10, fourth section cases, Docket No. 10425. The destinations used are Ogden, 
Portiand) and Phoenix, Ariz. (for comparison with Seattle). 


15, ‘‘All-Rail Commodity Rates Between California, Oregon, and Washing- 


ton,” ICC Docket No. 29721. 
3 Agent J. P. Haynes, ICC No. 1352, 
4 Agent J. P. Haynes, ICC Nos. 1305, 1382, 1425, and 1430. 
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PANAMA CANAL TOLLS 


Tolls charged to commercial vessels for transiting the Panama Canal are an 
important operating-cost item. In the intercoastal trade, for instance, the 
canal transit cost of round voyage (involving two transits) for a typical C-type 
vessel is about $15,000. 

The Panama Canal has demonstrated in two World Wars that it is of incal- 
culable value as a national-defense facility. The extensive debates in both 
Houses of Congress preceding the enactment of the Panama Canal Act in 1902 
providing for the construction of the canal indicate clearly that the value of 
the projected waterway providing quick passage between the two coasts of our 
country was constantly in the minds of Members of Congress. The 10-year 
period preceding the enactment of this legislation saw difficulties with Great 
Britain over the Venezuela-British boundary, a dispute with Germany over 
Venezuelan debts, the Spanish-American War, the historic voyage of the battle- 
ship Oregon around Cape Horn, the long voyage of Admiral Dewey out to Manila, 
the Boxer Rebellion, as well as strained relations with Japan over immigration 
matters. In each of these incidents the United States Navy was divided between 
Atlantie and Pacific bases and our increased participation in overseas affairs, 
particularly lying beyond our western borders, made the construction of an 
isthmian waterway of the utmost importance. 

In a message to Congress on January 4, 1904, President Roosevelt, recognizing 
as a result of these events the new position of the United States in world affairs, 
said in a message to Congress: 

“Long acknowledged to be essential to our commercial development, it has 
become as a result of the recent extension of our territorial dominion more 
than ever essential to our national defense. In the light of our present situation, 
the establishment of easy and speedy communication by sea presents itself not 
simply as something to be desired but as an object to be positively and promptly 
attained. Reasons of convenience have been superseded by reasons of vital 
necessity.” 

Recognizing the importance of the canal to our defenses, extensive defense 
features which added upward of $100,000,000 were wisely included during the 
construction of the canal. These included such items as locks of much greater 
size than were needed for commercial vessels in order to accommodate our largest 
battleships, armor plate, and other protective devices for various installations, 
a drydock of sufficient size to enable repairs to our largest Navy vessels, exten- 
sive naval repair shops, piers and wharves, greatly expanded auxiliary facilities, 
and scores of other additions, many of which, of extensive character, were added 
after the beginning of World War I and still others which were added as a 
result of military necessities arising during our experience in that war. In 
1927 the extent of defense capital expenditures was shown in the annual report 
of the Governor of the Panama Canal to be $113,112,892.83. 

In 1911, Gen. George W. Goethals, the distinguished chief engineer of the 
Panama Canal from 1907 to 1914 and the first Governor of the Panama Canal, 
to whom the greatest credit is rightfully given for the successful completion of 
the great undertaking, said: 

“Assuming that the Panama Canal is a military necessity of the United 
States, I naturally take the military point of view that it is for the use of the 
fleet. I have always felt that the cost of building the canal should be charged 
off the books as against the military defenses of the Union.” 

The vital importance of the Panama Canal in World Wars I and II would 
certainly have confirmed General Goethals in his view if confirmation were 
needed. 

Looking back on the importance of the canal in World War I, Governor 
surgess said: 

“In other words, for the United States to obtain without a canal the naval 
power, national safety insurance equal to that of the present fleet with the 
canal, would require an increase of the naval force by 50 or 60 percent, with 
an increase in annual cost of about 40 percent. The naval expenditures in the 
fiscal year 1928 were about $320 million, and it would be fair to evaluate the 
defense insurance of the canal at at least $120 million per year.” 

At the height of World War II Governor Edgerton, in his annual report for 
1943, commented as follows on wartime operations of the canal: 

“During the past fiscal year the tolls receipts from commercial vessels using 
the canal were only about one-third of the receipts in normal years, and were 
sufficient to cover only about two-thirds of the costs of operation. This unfavor- 
able financial showing is attributed chiefly to the disturbance to world shipping 
resulting from the war, but also in considerable measure to the great increase 
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in the number of ships enjoying tolls-free status. The financial features of 
the operations are regarded as of slight importance in comparison with the 
vital service rendered by the Panama Canal in the prosecution of the war.” 

Following the close of World War II the following statement was made by 
Maj. Gen. J. C. Mehaffey, Governor of the Panama Canal: 

“Based on the volume of military traffic that transited the canal during the 
war years, an approximation has been made by the military of the monetary 
saving that has accrued to the United States from its use. This saving, which 
is estimated to be $1% billion, is in shipping costs only, and does not represent 
the lives and materials that were saved by shortening the war.” 

Notwithstanding these statements of two wartime governors, both high 
ranking officers of the United States Army, as to the immense value of the 
canal as a defense facility, the value of the canal in the prosecution of the war 
is in no way reflected in the canal’s financial statements even to the extent 
of crediting in the operations statements the charge for tolls which would have 
been levied against United States Government vessels which passed through 
the canal free. During the World War II years the free tolls on these Govern- 
ment vessels would have amounted to approximately $45 million if collected at 
prescribed rates. Nor is there reflected in the financial statements the extraor- 
dinary expenses incurred in every operation and construction activity of the 
canal during the war years which added many millions of dollars to costs in 
no way related to commercial shipping. 

Because of the dual national defense and commercial values of the canal, its 
entire costs, including construction, maintenance, operation, and repair, should 
be borne in direct proportion to the value of the canal to defense and to commerce 

Since the national defense value is indefinable and not susceptible of mathe- 
matical measurement, it is suggested that the value of the canal to defense and 
commerce be considered equal for the purpose of determining the canal’s capital 
structure. 

No charge to Government has been made for the national defense value of tl 
canal, nor has the cost of the use of the canal by United States Government 
vessels, which has been estimated by canal officials to have amounted to some 
$65 million during the years, been charged either in actual money or in credit 
to canal revenues. Even without including this sum of $65 million, tolls revenues 
from vessels amounted to $700 million since the canal was opened. And the 
net revenues of the Panama Canal enterprise, up to July 1, 1950, after deducting 
all costs of operation of the canal and all its numerous auxiliaries, amounted to 
$276 million. 

This remarkable record has been made notwithstanding the fact that during 
World War II, when commercial shipping all but vanished from the seas, tolls 
revenues were $90 million less than during the 5-year period preceding the war. 
The canal authorities, however, endeavor to show an operating deficit of nearly 
$500 million during the whole period of the operation of the canal. This alleged 
deficit results largely from a purely hypothetical charge of nearly $500 million 
as “interest on the investment.” We say “hypothetical” because Congress has 
never directed that interest be paid; no funds have ever been advanced by the 
Government from the Treasury for the operation of the canal; no interest charge 
has ever been required to be paid by the United States Treasury Department ; 
and no funds have ever been paid into the United States Treasury for interest. 

No United States Government funds have been required for the operating 
expenses of the canal for the simple reason that operating revenues, after all 
operating costs have been paid, were far in excess of the amounts expended for 
its operation. It is an indisputable fact that, since completion of the canal, its 
operation, together with all auxiliary operations, has not cost the taxpayers of 
the United States one cent since it was completed. 

The following figures showing the revenues, expenses, and computed surplus 
from canal operations up to July 1, 1950, are taken from the annual report of 
the Governor of the Panama Canal for 1950: 


Revenues: 


Tolls receipts $619, 931, 692. SO 


Civil revenues_____-_- i siete Ne a tat a 7, 659, 404. 26 
RII SU a aa octet taioctheerinteacnlinen teens ai stemabeadiae 28, 493, 160, 76 
Sn ieee 656, 084, 257. 82 
Disbursements: 
TOO. WAR CR , Oi eee rnc armcinrnriaeeeei ine 379, 257, 687. 09 








I re i cee Uae dee ates eesti een eds ciabatta 276, 826, 570. 73 
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Notwithstanding the indicated profits of over $276 million, the canal attempts 
to show that the canal has been operated at a loss of nearly $180 million by using 
a hypothetical interest charge of $456 million, although such a charge has never 
been authorized by the Congress and not one cent of this sum has ever been 
paid into the Treasury of the United States. The showing of this hypothetical 
deficit is made, we believe, primarily to bolster up an attempt to raise the tolls 
charged against shipping to cover the alleged deficit arising from this unwar- 
ranted charge for interest. Wholly unwarranted is the attempt to show that the 
amount represented by this hypothetical deficit constitutes an unauthorized “sub- 
sidy” to shipping which is being paid out of the taxpayers’ pockets. 

Shipping interests are greatly concerned because of the apparent efforts of 
the General Accounting Office and the Bureau of the Budget to show that the 
eanal is actually being operated at a loss, primarily by adding to operating 
costs the heavy burden of the hypothetical interest charges referred to above, 
and to show that no part of the capitalization of the construction of the canal, 
additions thereon, and costs of operation, should be charged to national defense. 
If these efforts are successful, it is certain that efforts will be made to increase 
the rate for tolls which are already a heavy burden on shipping. 

It is our firm conviction that a fair and unprejudiced examination of the 
financial structure and the financial accounting of the canal will show con- 
clusively that the canal has been self-supporting from the very beginning of 
normal traffic through the waterway. 


GOVERN MENT COMPETITION 


The major problem here appears to be one of framing legislation that will not 
interfere with national defense, but yet will eliminate Government competition 
with private water transport. 

Legislative proposals that have been made in the past 2 years follow: 

H. R. 4781 (Shelley), introduced April 21, 1953; S. 1881 (Magnuson), intro- 
duced May 12, 1953: To amend section 901, Merchant Marine Act, 1936, by add- 
ing to end thereof: 

“Waterborne cargo or passengers under the control of the United States 
Government shall be transported in privately owned and/or operated vessels 
documented under the laws of the United States to the extent of the capacity and 
ability of such vessels to perform the services required and at fair and reason- 
able American rates and charges. Any shipping services performed by Govern- 
ment-owned or operated vessels shall be auxiliary and supplementary to such 
services as are being or can be supplied by privately owned and operated Ameri- 
can vessels. Nothing herein contained shall impair or threaten the national 
security of the United States.” 

H. R. 5922 (Shelley), introduced June 24, 1953: 

“Waterborne cargo or passengers under the control of the United States Gov- 
ernment shall be transported in privately owned and operated vessels documented 
under the laws of the United States to the extent of the capacity and ability of 
such vessels to perform the services required. Due consideration will be given 
to emergency situations involving the United States Government as determined 
by the President of the United States, or situations wherein the Secretary of 
Defense must take immediate action. Nothing herein contained shall impair or 
threaten the national security of the United States.” 

S. 2241 (Magnuson), introduced June 27, 1953: 

“Waterborne cargo or passengers under the control of the United States Gov- 
ernment shall be transported in privately owned and operated vessels documented 
under the laws of the United States to the extent of the capacity and ability of 
such vessels to perform the services required: Provided, That in utilizing the 
services of the aforesaid privately owned and operated vessels due consideration 
shall be given to conditions arising out of a national emergency declared by the 
President or to extraordinary or emergency conditions, which require the Secre- 
tary of Defense to take immediate action to protect the national security. Noth- 
ing herein contained shall impair or threaten the national security of the United 
States.” 

The Pacific American Steamship Association suggests the following language: 

“Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That notwithstanding any other pro- 
vision of law, waterborne cargo or passengers under the control of the Depart- 
ment of Defense, or other departments of the Government, shall be transported in 
privately owned and operated vessels documented under the laws of the United 
States, including tankers and bulk carriers, unless the Maritime Administrator 
advises the Secretary of the Department having control over such cargo or pas- 
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sengers, after such investigation as he shall deem necessary not in conflict with 
the principle set forth in section 3 hereof, that such privately owned and oper- 
ated vessels are not available of the type and capacity required and at reasonable 
rates for American vessels. 

“Sec. 2. For the purposes of this Act only, ‘waterborne cargo or passengers’ 
shall mean all cargo or passengers capable of being transported upon privately 
owned and operated vessels of United States registry except— 

“(a) Cargo of such character or commodity as to make such transporta- 
tion impracticable. 

“(b) Uniformed personnel moving in units requiring military-type 
transportation. 

“(c) Cargo or passengers destined to areas where such transportation is 
impracticable, or to destinations where such transportation is not available 
or insufficient. 

“Sec. 3. Notwithstanding the foregoing, waterborne cargo and passengers shall 
not be required to be transported by such privately owned and operated vessels 
where such transportation would impair or threaten the national security of the 
United States. The fact that the transportation of waterborne cargo and pas- 
sengers on such privately owned and operated vessels will reduce the volume of 
such cargo and passengers which otherwise would be available for transportation 
on vessels owned and operated by the Government shall not be deemed to impair 
or threaten the national security of the United States within the meaning of this 
section 3. 

“Sec. 4. Transportation of such cargo or passengers shall be scheduled and 
arranged so that the facilities and capacities of such privately owned and oper- 
ated vessels will be utilized to the fullest extent. 

“Seo. 5. The Maritime Administrator (through the Secretary of Commerce) 
shall report to the Congress promptly at the end of each six months’ period 
June 30 and December 31 as to advices as to the unavailability of privately owned 
and operated United States vessels under section 1 hereof, and as to the cir- 
cumstances in each case.” 

Allegations that S. 1881 (quoted above) would be detrimental to the national 
security were effectively answered by the statement of Frazer A. Bailey, presi- 
dent, National Federation of American Shipping, in his testimony before the 
subcommittee of the Interstate and Foreign Commerce Committee, United States 
Senate, on June 11, 1953. Excerpts from Mr. Bailey’s statement follow: 

“In testimony before the House committee, the Commander of the Military 
Sea Transport Service, as was to be expected, opposed the proposed policy decla- 
ration set forth in S. 1881, upon the following, among other grounds: 

“1. That the proposed bill ‘imposes unacceptable restrictions upon the Depart- 
ment of Defense with regard to the flexibility of operation of vessels. How a 
statement of principle that waterborne cargo and passengers under the control 
of the United States Government shall be transported in privately owned and 
operated vessels to the extent of the capacity and ability of such vessels to 
perform the services required, and at fair and reasonable rates and charges, 
could possibly impose unacceptable restrictions as to flexibility of operation 
of vessels under the custody or direction of the Commander of the Military Sea 
Transport Service is not clear to us, and is, we believe, an untenable position. 

“2. That the ‘proposed bill would, by inference, tend to place the responsibility 
of assuring the success of military operations Overseas in the hands of the com- 
mercial shipping industry.’ Such a statement is a little skort of amazing. When 
the industry requests the right and privilege to transport cargo and persons for 
our Government, within its capacity and ability, and where it can perform the 
services within the requirements of Government (and necessarily at the Gov- 
ernment’s direction), it is not realistic to say that the responsibility for the 
success of military operations passes from the hands of the military to those of 
the commercial shipping industry. Certainly no military commander would 
agree to such a transfer of responsibility, nor would it be accepted by the Amer- 
ican shipowners. We submit that it is not possible to read such a construction 
into the terms of the proposed bill. 

“3. That the bill ‘would result in the armed services being deprived of means 
to effectively meet emergency labor situations * * * resulting from labor-man- 
agement disputes.’ The simple fact is that since 1948—5 years ago—there has 
not been, to our knowledge, a single serious delay to important Government cargo. 
The labor unions have agreed that under no circumstances will they interrupt 
this service where important Government cargo is involved and more important, 
they have lived up to these commitments, so far as seagoing unions are con- 
cerned. As the President of the United States has pointed out on a number of 
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eceasions with respect to our foreign policy, the determining factor is action, 
not words. 

“4. That the declaration of policy of the Merchant Marine Act places the pri- 
vately owned fleet in the status of a ‘naval or military auxiliary in time of war or 
national emergency,’ and that ‘the MSTS nucleus fleet should be the basis of the 
Government operation, and the privately owned and operated vessels be the 
auxiliary and supplementary factor.’ This language of the Merchant Marine 
Act has always been interpreted to mean that the character of the private fleet 
shall be such that it can serve as an important naval and military aid to our 
armed services. It has never, to our knowledge, been considered as making it 
an appendage to the Government owned and operated fleet, but is to be considered 
auxiliary to strictly military operations, 

~ * ca * * ok * 

“6. The commander said the law provides that nothing shall impair or threaten 
the national security, ‘without placing the responsibility for such determination.’ 
The responsibility for national security is already upon the Department of De- 
fense. The MSTS is part of that organization. The bill says that these things 
are to be done, provided the national security is not threatened or impaired, 
We have confidence that the Department of Defense would not allow the na- 
tional security to be threatened or impaired under any circumstances, and the 
Congress would not expect the Department of Defense to seek the advise of others 
on this point. At the same time, it would expect the Department to administer 
this provision with reasonableness and judgment. 

“ ~ a * as * * 

“8, The testimony of the Military Sea Transport Service was to the effect that 
they looked to the civilian merchant marine for manning and crewing additional 
ships in an emergency. We submit that if the privately owned merchant marine 
is to constitute the source of trained and experienced men, how can it be expected 
to turn out the numbers required in an emergency unless the Government, at the 
same time, patronizes it liberally in peacetime? 

“9. The statement continually recurred in the MSTS testimony about the 
‘voluntary’ character of the services provided by American shipping. Upon ques- 
tioning, however, only one instance was given of an alleged refusal to furnish 
shipping space. This related to the transportation of vehicles. The commander 
said that at the present time 40 percent of their cargo is vehicular and that 
at one time, approximately 75,000 such vehicles were required to be moved. 
This was obviously an extraordinary circumstance. It is evident to people 
experienced in the shipping business (as is the commander and his staff) that 
the transportation of vehicles constitutes a special problem. It is not possible 
to load an entire vessel with vehicles without losing a vast amount of cubie space 
in what is termed in the industry ‘lost stowage,’ and utilizing a very small pro- 
portion of the vessel’s deadweight capacity. Since vehicles began to move by 
sea, it has been the practice to make up combination loads so as to more fully 
utilize the carrying capacity of the vessel. This problem is present whether the 
vehicles are moved by private carrier or by Government carrier. The inference 
was that because of the lost-stowage factor, private carriers declined this type 
of cargo because it was unprofitable. The simple facts are that the applicable 
freight rate on vehicles contemplates combination loads with general cargo and 
therefore a reasonable utilization of the vessel’s capacity. If a vessel need be 
loaded exclusively with vehicles, another and different rate structure would be 
required in order that there might be earned sufficient revenue to pay the actual 
expenses of the voyage. Again this would be true whether a private vessel or 
Government-operated vessel is used. You cannot carry the general cargo on the 
Government vessel, and offer only vehicles to the private operators. The real 
answer to this problem is in the planning and distribution of general cargo and 
vehicles proportionately so that combination loads may be provided and the most 
efficient use made of the vessel’s lifting capacity. This is not a new problem 
and, to a much lesser degree, is present in the case of high-density and low- 
density cargo. In World War II, in the transportation of logistics, there was 
a constant slogan to load a ship ‘full and down,’ which means the full utiliza- 
tion of its cubic capacity as well as full utilization of its deadweight capacity in 
a single-trip voyage. 

“On the question of ‘voluntary’ services, and with no record of reluctance on 
the part of private American shipping to handle the Government’s business under 
reasonable circumstances, may we point out that the facilities of American 
shipping are available to the Government first, voluntarily—and it has always 
been fully and freely given; and secondly, in times of necessity by the Govern- 
ment’s requisitioning of either use or title. We believe it is a fair statement 
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that no other American industry has had such full use made, and has suffered 
such severe losses in times of war or emergency as has American shipping. We 
are certain we share the views of this committee that compulsion should be used 
sparingly. In taking private property for public use, there are no statutes more 
conclusive than those affecting shipping, and none where the compensation in 
such cases is more circumscribed. 

* * > as « * a 

“11. The Commander of the Military Sea Transport Service made reference to 
the disadvantages of using private shipping facilities and referred to the rigidity 
of schedule of vessels operating in the ‘berth services,’ which means regular, 
scheduled operation between particular ports. The objection is not well taken. 
True, established shipping lines run on scheduled services, for the accommoda- 
tion of American importers and exporters. Unless there was such an indication 
of availability of transportation, our foreign commerce would greatly suffer. 
But, these itineraries and schedules of berth ships have often been changed to 
accommodate Government cargo. Additional ports of call not previously sched 
uled have been added. The so-called rigidity of service to which the Commander 
refers is not borne out by the record. 

* a * - * + * 

“The Commander of the MSTS was very fair in his testimony on the House side 
by saying that there was such a wide divergence in the accounting system of the 
Government and of private enterprise shipping that a fair comparison of costs 
was difficult, if not impossible. He enumerated many items such as capital cost 
of ships, insurance, salaries of uniformed personnel used, use of Army bases, 
terminals, ete., etc., which are necessary costs to private enterprise shipping but 
the cost of which, under the Government system of accounting, is spread among 
other Government agencies. He did not make any contention that the Govern- 
ment operation, when all such costs are taken into account, is cheaper than 
private enterprise. In this respect, his testimony corresponded in content with 
that of his predecessor, Admiral Callaghan, and Assistant Secretary of the Navy 
Koehler before the Senate Committee inquiry under Senate Resolution 50 con- 
ducted by Senator Magnuson. The industry, of course, contends and firmly 
believes that the overall result of private transportation of Government-con- 
trolled cargoes and passengers, of such type and character as may be properly 
moved in commercial carriers, is more economical. 

“We feel that there is already a national policy with respect to American 
shipping and that the provisions of S. 1881 are merely an implementation thereof. 
The Merchant Marine Act of 1936 declares it to be the policy of the United 
States ‘. . . to foster the development and encourage the maintenance of such a 
merchant marine.’ I shall not burden the committee with a recitation of the 
many things which the law says shall be done to that end. How then can we 
reach our objectives unless the Government itself is prepared to patronize pri- 
vate-enterprise shipping? Certainly those objectives may not be reached 
if private enterprise must compete with the Government for “this very sub- 
stantial volume of business, which can be used to build up a merchant marine 
capable of serving as carriers of commerce in peacetime and as auxiliary to 
strictly military operations in time of war. We believe the declaration of policy 
in S. 1881 would clarify the thinking and would be an advantageous guidepost in 
the administration of the national policy of patronizing private enterprise and 
the building up of our merchant fleet.” 

We realize that problems will arise trying to adjust this situation to law and, 
for that reason, we respectfully suggest that perhaps the Secretary of Defense 
should be required to periodically report on the MSTS operation to proper con- 
gressional groups, and we also feel that the Under Secretary of Commerce and 
the Maritime Administrator should play an important role in decisions concern- 
ing cargo movement by MSTS and privately owned vessels, the latter possibly 
in determination of the so-called susceptible or nonsusceptible nature of cargoes. 

This association stands ready to assist the Senate Interstate and Foreign Com 
merce Subcommittee on Maritime Subsidies in any way possible. Please do not 
hesitate to request our assistance. 


COMMERCIAL BERTH SERVICE LINES SERVING TRADE Routes From Pactiric Coast 


The following table is submitted to the Potter subcommittee investigating 
maritime subsidies in response to a request for this type of infermation contained 
in the subcommittee outline of information desired. 

This table contains a listing of the various trade routes served from the 


Pacific coast, showing the area served, the lines serving each area, the approxi- 
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mate number of ships each line has in each trade and the approximate gross 
registered tonnage for each line, as of October 1953. 

The information was obtained from sailing schedules as printed in the 
Pacific Shipper, a west coast maritime publication, from information contained in 
U. S. Flag Cargo Services, a publication made available by the National Federa- 
tion of American Shipping, and from information obtained from lines serving 
the various trade routes. 

The table excludes tankers, GAA vessels, MSTS vessels, and MSTS chartered 
vessels. 

This table is limited to a listing of American-flag carriers and foreign carriers 
serving these trade routes from the Pacific coast. 


Commercial berth service lines serving trade routes from Pacific coast—as of 
October 19538 


Approximate 


Approximate 

. ber of 

Area served and line pee ioe tonnage 
ships as of (GR)! 


| October 1953 


Noncontiguous domestic: 
Alaska: 
Coastwise Line | 
Alaska Steamship Co. (includes 4 passenger-cargo combination ships) - | 





cata ain saletiahienie gi a aie Tae me tna Rie cea 
Hawaii: | 
Matson Navigation Co choke hininein cme sggernnnannedeahiteny | 314 98, 000 
Pacific Transport Lines, Inc... < scdebsuneeanntedas (4) ee at 
American President Lines Sabbs capdaieaauebinsces Soa (8) | 
ee ———— |- ~——-— —E 
aa tS Ni ain acai a a sine Pte i ad eo 14 98, 000 
Puerto Rico: Pre ee , mv i 
Pope & Talbot, Inc... pibiidl ockditears ahecnldibes shntud 66 42, 000 
Pacific Argentine Brazil Line................... cell «natedianmene ; 74 28, 000 
Waterman Corp sae adiesb ie Seed sae wocenne] 5 35, 000 
Total dab sth, incl a es, ee eee shismbias 15 | 105, 000 
Intercoastal me id - 
American President Lines putt Sie #13 | 91, 000 
Calmar Line j ‘ ; i . ’ #8 56, 000 
Luckenbach Lines neat ‘ laa ee p 1014 120, 000 
Isthmian Steamship Co--- ‘ | 95 | 35, 000 
Pope & Talbot, Inc | 96 | 42, 000 
Quaker Line 5 ; sblbisbiees sadee cand 96 42, 000 
Arrow Line decade llacnaiaaal hal cite aetna wg 63, 000 
Weyerhaeuser Steamship LE Tapes cate in ial 97 49, 000 
| ED 
Total... vbdiLcowtiical indie dada a dbdatiale beh evadensdut | 68 498, 000 


Coastwise: | 











Coastwise Line 4 sedbe _ 2 14, 000 
Oliver J. Olson & Co. 9 | 2 25, 500 
Olympic Steamship Co. (also miscellaneous lumber and bulk carriers) - 1 |} 8, 000 

Total_. des bduted as ie sev sudbawcas 12 47, 500 

East coast of South America: | 

Moore-McCormack Lines_........-.. ot i aie cemen ‘call 4 28, 000 
Pacific Argentine Brazil Limes.........-- dsb dL becbekbhn Weeds Sbdbeke 4 28, 000 
PONE DerOty COR TIO, 05 cls tins daididitninesiicitasenechoutie habe abicanb ill i 4 28, 000 
Blue Star Line "__. sseniess wit teiiliiths copaetlidaen some cs sun eiamhiameatame tinsel 4 28, 000 
Grace Line, Inc."! , Ne eee Samp udeaunaae. 3 21, 000 
Mitsui Steamship Cow I Ltd." Pele tlbbicdéuawddeubsubeaks helen 4 28, 000 
OSK Line "__.....--. ssn silt i tt taal ee inlets ceenibelds te biateeataet oe 4 28, 000 
NYK Line "™ minaaiiiiaioat lal eae aaa tne ctneannetelibantiieneu 124 28, 000 
Independence Line ____-___. Reine Foe Latbeadipowoes 4 28, 000 
Saguenay Terminals "...................--- Sed iA le bck 2 14, 000 

I a a ee el ee ae 37 | 259, 000 

West coast of South America: 

I i ea semen 2 pgibinhidicsbidiana nina i ahianssiniiin 6 42, 000 
ESE ST sistent taco nt aikaa tatiana nat it 3 21, 000 
Westfal-Larsen Co. Line______- ™ ei sonshniedhsvelceedtedids 4 28, 000 
Chilean-North Pacific Line.................-..- sins ical ipaciasianin Uinta dan Bilge 4 28, 000 
Mitsui Steamship Co., Ltd 24 28, 000 
NYK Line. 24 28, 000 
K Line : 134 28, 000 
Latin-American Line 1 7,000 

Total__.... 30 210, 000 





See footnotes at end of table. 
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Commercial berth service lines serving trade routes from Pacific coast—as of 
October 1958—Continued 








Approximate 
Area served and line number of Apgressaate 
ships as of tonnage 
| October 1953 (GRT)! 
Se — ne sunienguennntiendanetl | nncetiiciepntieieman — 
Australasia: 
The Oceanic Steamship Co__.---- catcditreaed . eS ee 4 28, 000 
Pacific Australia Direct Line . Bld weg} 56, 000 
Union Steam Ship Co. of New Zealand__-. : 5 | 35, 000 
Totisadds as eactin sen. s ehahndheends daveecass bid Sake ; 17 119, 000 
Transpacific: 
American-Hawaiian Steamship Co-. : 2 14, 000 
American Mail Line, Ltd. --_--- eit : | 9) 63, 000 
American President Lines................ - a a 13 22 | 154, 000 
Isbrandtsen Co ; * 4 10 70, 000 
Isthmian Steamship Co ‘ 10 70, 000 
Pacific Far East Line, Inc 158.90 | 140, 000 
Pacific Transport Lines -- ‘since dee 3 5 35, 000 
Boates, BORED Cees cnc cccecccsecsescness éndetbsabas 7 49, 000 
States Marine Lines__.._......._. silscheaatitindltts aaa aie tata taka 16 90 140, 000 
Waterman Corporation..........- Jeo See PE Le 8 56, 000 
East Asiatic Co ; : 2 : 3 21, 000 
Ivaran Line- - is oil ade ae cc cia cea ani atl 4 28, 000 
Prince Line - __-- ae pahtntntwtutlcbucnncperetidienutdtihaliiie 4 28. 000 
American & Manchurian Line-.-..- 4 28, 000 
Barber Line “ 15 105, 000 
Fern-Ville Lines 7 95 35, 000 
De La Rama Lines-- 9 63, 000 
Klaveness Line............-. 4 28, 000 
Knutsen Line_. 3 21, 000 
Kokusai Line..... . 7 49, 000 
Maersk Line--.- 1715 105, 000 
Mitsui Steamship Co., Ltd 4 28, 000 
NYK Line-.- ad ve : J 9 63, 000 
OSK Line : 6 42, 000 
Pacific Orient Express ioe : 3 21, 000 
Shinnihon Line 5 35, 000 
Java Pacific & Hoegh Lines__. be 10 | 70, 000 
nde tetsscttamtevebnssaoment 223 | 1, 561, 000 
Worldwide Berth Line Service: 
American President Lines od 89 63, 000 
American & Manchurian Line 4 28, 000 
Pacific Far East Line, Inc 1 | 7, 000 
Prince Line_-_. ‘ satan 1 | 7, 000 
Isbrandtsen Co. 2 410 70. 000 
Maersk Line... . 94 28, 000 
DOstnanias ef A? 29 203, 000 





17,000 GRT used as average figure 

2 Not based on 7,000 GTR per vessel. 

* Plus Lurline. 

4 See Transpacific Service. 

5 Carries cargo in two combination passenger-cargo ships and in round-the-world ships. 

6 Primarily intercoastal service. 

7 Primarily South American service. 

89 westbound, 4 eastbound. 

§ Westbound. 

© Eastbound and westbound. 

1! Caribbean service only. 

12 Estimated. 

13 Includes 5 exclusive Transpacific, 2 combination passenger-cargo (President Wilson and President 
Cleveland); 9 round-the-world outbound only, primarily serving other trades; 4 serving Atlantic Straits, 
Philippine Islands, and Hong Kong both directions; 2 reefers operated primarily for purpose of transporting 
military refrigerator cargoes. 

4 Eastbound, 

1% Includes 8 on commercial berth; 7 reefers operated primarily for purpose of transporting military 
refrigerator cargoes; 5 primarily bulk; for military cargoes, available for commercial cargo. 

16 Primarily military sailings, available for commercial cargo. 

17 4 are westbound only and proceed around the world. 


Exclude tankers, GAA, MSTS, and MSTS charters. 


Sources: Pacific Shipper sailing schedules, United States Flag Cargo Services, NFAS publication and 
lines involved, 
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Senator Burier. Have you ever heard it said that the discrimi- 
nation was brought about by reason of the action of Congress in 
providing that at least 50 percent of all FOA cargoes should go in 
American bottoms ¢ 

Mr. Mayer. I have heard it hinted at, but I have not heard it said 
officially. 

Senator Burier. It is purely a matter of diplomacy, is it not? 

Mr. Mayer. Largely, it is a matter of attempting to favor the ves- 
sels of that country with cargo, because in the case of some of the 
South American countries that I have mentioned, the government owns 
the steamship line, or some high official in the country has a control- 
ling interest in its stock. 

Senator Buriter. From my travels abroad, I would say it is not 
confined to South America. 

Senator Magnuson. No, but our most recent trouble in the past 
several months has been the South American countries. It has been 
more pointed there than in other countries. There is plenty, as you 
have found out. 

Senator Burier. Have you given to the State Department any spe- 
cific recommendations or specific cases so they could be acted on? 

Mr. Mayer. Yes, the National Federation of American Shipping 
has, in the past several years, attempted to consolidate these things 
coming from the Atlantic and Pacific, collecting the Pacific, South 
American and European countries all together, and has presented 
that both to this committee and to the State Department. 

As Senator Margnuson said, there have been some spots where we 
have had some success, notably in the Argentine and Brazil, particu- 
larly Brazil. But these that I have mentioned have been of some long 
standing, and we do not get anywhere. 

Senator Burier. Has your association ever recommended to this 
committee, any full commerce committee, the enactment of legis- 
lation preventing American-flag ships from making discriminatory 
deals with foreign countries? 

Mr. Mayer. Not to my recollection, Senator. 

Senator Burier. Do you think such a movement would be a salu- 
tary movement? 

Mr. Mayrr. I don’t see how it could be criticized, because it would 
point right in the direction of living up to the principles of the 
treaties of friendship and commerce and navigation, which is all we 
are shooting at, that is, all vessels having the same privileges in all 
ports. 

Senator Burier. I am amused by what you say. We landed last 
Thursday in one of the big American liners, and we cruised around 
the Atlantic for a half day waiting for a foreign-flag ship to clear 
the customs, and then we went in after her. We were way ahead of 
her. We passed her the night before. We hold up our vessels, ap- 
parently, to favor the foreign flags, and they apparently discriminate 
against us in return. This was the port of New York. 

Mr. Mayer. I think there might be some special circumstances there 
concerning the cargo, the vessel, or some other thing. 

Senator Butter. We sat up on deck and watched this ship pass us. 
She landed at 9, when we were supposed to land, and we did not land 
until 1, because we had to wait for her passengers to get through the 
customs before we could get in. 
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Mr. Mayer. I have no doubt that you observed accurately what took 
place, Senator, but I would think there must be some peculis ur cir- 
cumstance there. I doubt that the United States Customs is kicking 
us around to the special privilege of the foreign line. 

Senator Butier. I don’t think they are, but I think we are prob- 
ably doing too much in the way of trying to impress people that we 
are good people. I think we have to be a little more sensible and a 
little more realistic in our de: lings with foreign nations. 

Mr. Mayer. In this field, you cannot point to a flag discrimination 
in a United States port against a foreign line. I don’t know of a 
single line. 

Senator Burien. Maybe if we could, it would help. 

Mr. Mayer. Maybe we are getting the general idea now. 

Senator Magnuson. They all come in under the same rules? 

Mr. Mayer. Exactly. 

Senator Magnuson. And that is all we expect from other nations? 

Mr. Mayer. Yes; and under the same rules that our own vessels do. 

I would like to say a couple of words on the 50-50 shipping provi- 
sion, as it is called, as it originated in the Marshall plan, and subse- 
quently carried on in the ECA-Greek Relief Act, the India Relief 
Act, and many others. 

This has been a provision which has said that at least 50 percent of 
all United States gift cargoes must go in American bottoms, which is, 
in essence, an even division among Ameri ican and foreign lines of our 
own gift cargoes. 

We think that is in support of the two-way-street theory of world 
trade, with which your committee is also interested, in that it says 
that at least in the sale of shipping services we will have an exact 
balance. You are attempting that in gift cargoes. 

We think that we should have overriding legislation which would 
make that an automatic provision in the event of any subsequent en- 
actment of a foreign relief act 

Senator Porrer. Rather than tack it onto every appropriation bill 
that comes along? 

Mr. Mayer. Yes. 

Senator Buriter. With Senator Magnuson on the floor, not many 
of those bills will get by. 

Mr. Mayer. This matter has been brought before members of this 
committee, previous committees, and also the House Merchant Ma- 
rine and Fisheries Committee. 

With respect to the domestic steamship line, there is a particular 

problem that we have come to call the “water-rail rate problem.” It 
is our contention that the continuing refusal or inability of the In- 
terstate Commerce Commission to deal effectively with the water- 
rail rate problem threatens domestic ocean transportation with ex- 
tinction. The domestic carriers will testify before you later and will 
give you more detail on it. But I don’t think we can bring it to your 
attention any more clearly than by quoting from Senate ‘Report No. 
2494 of the 81st Congress, 2d session, being the report of your own 
committee. 

Your own report, No. 2494, known generally as the Magnuson re- 
port, states this: 


From the legislative standpoint, it would appear that the remedy for the 
discrimination which the Interstate Commerce Commission allows the rails to 
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indulge in lies in several directions. One would be an investigation of costs 
of operation reflected in certain transcontinental rail rates, with an eye toward 
determining whether they are compensatory. At the present time, there is no 
Government agency charged with this responsibility, although it is a specific 
obligation outlined in the declaration of policy of the Transportation Act. If 
the ICC appears reiuctant to undertake this project, then funds should be allo- 
cated to the new Federal Maritime Board to do so. Research in domestic water 
transportation problems has never been adequate, and is one of the prime rea- 
sons for the fact that domestic water transportation is looked upon as the 
“orphan of the ICC.” 

One thing is clear, and that is that the intent of Congress regarding the al- 
lowance of discriminatory practices by one form of transportation against an- 
other is sufficiently clear as to call for an immediate change from what appears 
to be undue favoritism shown the rail lines in quoting of rates at noncompensa- 
tory levels in one place and at inflated levels at another. Communities not 
served by domestic water transportation should no longer be asked to bear the 
burden of coastal areas in the matter of freight rates. 

The record is available to this committee on this subject within 
committee files and within agency files. Unlike the railroad carrier 
and the truck carrier, the water carrier really is the orphan of the 
Interstate Commerce Commission. The Interstate Commerce Com- 
mission, as you know, is divided into bureaus, the bureaus devoted to 
various forms of transport or various departments of the problem of 
transportation. 

There is one called the Bureau of Water Carriers and Freight For- 
warders. It has an almost negligible staff, whereas your Rail Bureau 
and your Truck Bureau are very heavily staffed. That is what the 
author of the term “orphan of the ICC” was in the main alluding to 
when he coined the phrase “orphan of the ICC.” 

We admit, of course, that there are other problems affecting the 
intercoastal trade. We have heard a lot of them. We have heard a 
lot of comments and suggestions as to how they might pull themselves 
out of the mud. Nevertheless, we cannot deny that this problem is a 
major one. Certainly, the full information is available to the com- 
mittee, and you will have subsequent witnesses on it. 

Senator Porrer. I don’t believe we have a waterman on the Com- 
mission, do we, or we have not had for some time ? 

Mr. Mayer. No. We have endorsed, here on this coast, a study 
which was conducted by a committee on the ICC of the Pacific Coast 
Association of Port Authorities. They pointed out that there were 
at that time 58 appointments, I believe, as of 3 or 4 years ago, before 
the new appointments, to this 11-man group since 1887, and in that 
time, some 28 of them had either been railroad employees, railroad 
counsel, or had had some other connection with railroads through 
railroad commissions in the old days before you had the PUC’s, and 
that not a single appointee had any water experience. 

The committee was quick to point out that was no criticism of the 
previous appointing authorities, because the ICC was created solely 
to regulate the railroads at the outset, and that the men served on 
there for a great number of years. It has been only since 1940 that 
the water carrier came under the wing of the ICC. 

We say it has been 13 years now and that this form of transport 
should have a bit more consideration. 

Mr. Suetiey. Would you say, Mr. Mayer, that possibly recent 
efforts to have a man with a background in the water carrier field ap- 
pointed to the Commission had met with some internal opposition 
from segments of the Commission ? 
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Mr. Mayer. Yes, we are prepared to state that, and have stated it, 
that there was a very strong effort to have a man appointed from 
this coast whose whole career was in the ICC and whose past 15 years 
of career was in the Water Bureau, that there were a great many 
endorsements offered for this man and that he was subjected to an 
investigation by some segment of the Commission and transferred to 
an inland territory where he was out of the way. He had very sub- 
stantial endorsements. 

Senator Macnuson. I might say in that case, where you mentioned 
the question of the staff, that in 1949 we made the freight forwarders 
common carriers and they were put in this Water Carrier Division. 

Mr. Mayer. In 1949? 

Senator Magnuson. 1949 or 1950, I forget which it was. We have 
attempted—I am on that Committee on Appropriations—to get them 
a better staff in lieu of trying to get a man on who knows something 
about it. At least, that was half a loaf. I must say the Senate Appro- 
priations Committee this year did much better with staffing, because 
of the two elements in there, and I hope we will get some relief in that 
respect. But the real solution to the problem is to get a man on the 
Commission that has a background in water transportation. 

Mr. Mayer. I think it might be helpful. After all, he would only 
be 1 in 11. 

Senator Maenuson. It is in a ratio much greater than that, in terms 
of our economy. 

Mr. Mayer. We accord with the view expressed by the legislative 
committee of the ICC in opposing any appointment of advocates, 
either on a geographic or a transportation segment basis. We do not 
think there should be X number from water, rail, and so forth, but we 
think there should be brought to this body, men with some understand- 
ing and background so they can contribute to the problem. 

We did want to comment briefly on the subject of renegotiation. 
We think there has been a discrimination against the water carrier in 
this field. Very probably the fault is attributable not alone to Con- 
gress, but possibly to some of the suggestions that might have come 
for legislation. 

As you all know, Government transportation transactions, with 
transportation media, which are subject to regulation by the ICC, are 
mandatorily exempted from renegotiation. "That is because there is 
an assumption that the ICC regulation removes the possibility of un- 
reasonable profit. That is so, as a matter of fact, with respect to the 
transportation contracts between domestic steamship lines and the 
Government, but it is not so as between the offshore steamship lines 

and the Government. 

The mandatory exemption by statute was denied by Congress to 
the offshore water carrier, basically on the difference between the ex- 
tent of regulation by the Federal Maritime Board and the regulation 
by the ICC. Also, exemption was sought for all water transportation 
contracts offshore. The Board has authority to exempt water carriers 
permissibly, but they are not mandatorily exempt. When the water 
carriers came before them for permissive exemption, the Board said 
“No oO. 

This association, joining with others on the Atlantic, and elsewhere, 
will be before the next session of Congress and will ask Congress for 
mandatory exemption of water transportation contracts offshore only 
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in the two very limited categories, that is, the space-charter contracts 
and carriages moving under the Government bill of lading. 

We contend those two forms of contractual relationship are as much 
entitled to mandatory exemption as these others under ICC regula- 
tion by the motor carrier and rail carrier because in both cases—that is, 
the space-charter and the Government bill of lading—movements are 
at rates which are under the tariff rate. 

Our tariff rate is filed with the Federal Maritime Board, and that 
Board has the right to vacate those rates if they are discriminatory, 
or if they are so high as to be harmful to the commerce of the United 
States. 

Senator Burrer. Are the operators prepared to make a showing 
that their net earnings are suffering in regard to a renegotiated 
matter ? 

Mr. Mayer. With due respect, I do not know how germane the net 
sarnings are to the question. The basis for mandatory exemption 
from renegotiation, as I understand it, is that this is a utility in a 
sense. It is already governed by the 

Senator Butter. I get the theory all right. When you come before 
the Congress, those people usually want to see some figures. They 
want to see that you are being hurt. 

Mr. Mayer. I think we can show a lower net earning ratio than 
the average of domestic transportation media who have enjoyed the 
mandatory exemption. I think we can make a very favorable showing 
there. I am not sure that is relative, but I think if the industry were 
called upon, they should show up quite favorably in that regard; yes. 
We are speaking of the offshore carrier now ? 

Senator Buriter. Yes. He is renegotiated? 

Mr. Mayer. Yes, he is. 

Senator Burier. After his renegotiation, how does he stand profit- 
wise, as to a fair return on his investment, as compared with the 
fellow who is not renegotiated ? 

Mr. Mayer. You mean, the fellow not renegotiated, being these 
people who enjoy mandatory exemptions? 

Senator Burier. That is right. 

Mr. Mayer. I don’t know. But, as I said before, I think we can 
make a reasonably favorable showing. 

Senator Burier. It seems to me that if you ean show the man who 
is being renegotiated, after he goes through the renegotiation process, 
has a fair return on his capital investment and is making substantially 
the same as the fellow who is not being renegotiated, you would have 
a pretty hard case before any committee of the Congress. 

Mr. Mayer. The question of hardship is the one that bears on the 
process of renegotiation after you are subject to it. We do not have 
any experience yet, because we are still working with the Renegotia- 
tion Board concerning 1950, 

Senator Burier. You do not have any past history ? 

Mr. Mayer. No, not any experience under the postwar act. We 
are now beginning to deal with them concerning, I think it is, 1950, 
which is the first calendar—you see, the Renegotiation Act was re- 
pealed at the end of World War IT, about 1947, and reenacted in 1950, 
when we commenced the Korean thing. 

Senator Burier. The reason I asked the question was that the pur- 
pose of the Renegotiation Act was to see that no excess profit was 











MERCHANT MARINE STUDIES 705 


made out of war. If you are being renegotiated and you are making 
about what the man is who is not being renegotiated, it would seem 
you have a pretty tough case before any committee of the Congress. 

Mr. Mayer. I am not sure that before the next session there will be 
any completed renegotiations with offshore lines, because at the 
present time we are dealing with the Board and attempting to agree 
with them on a formula for allocation of overhead. So, we are more 
or less in the preparatory stages to see how much money they take 
away from us in 1950. 

I understand your point more clearly now, and I think it is true 

Senator Maenuson. You don’t expect that the renegotiations are 
going to give you more? 

Mr. Mayer. That would be new and novel. It would be a first for 
them. 

Senator Maenuson. Which is the way I think it should be. 

Mr. Mayer. Yes. The next subject all of you gentlemen have heard 
of before, the Panama Canal tolls. In 1950, after the canal had been 
operating about 35 years, this Congress reorganized it. The purpose 
of the reorganization was to take the costs which are attributable to 
transiting ships and put them in one basket, and take those which are 
attributable to running Government operations down there and put 
them in another, and then say : “Now, which of these should the ships 
absorb?” That formula was set up by congressional act, and under it, 
the tolls may be adjusted at any time with 6 months’ notice before the 
Board of Directors. Regardless, however, of this very elaborate for- 
mula which was established, we are now confronted with statements 
in Congress by certain Members of Congress and by other individuals 
that obviously the toll rate at the canal is too low. There are state- 
ments to the effect that this Government should exact a profit from 
commerce moving through the Canal. But in all of these statements, 
there is no reference whatsoever to the formula already established, 
or to the procedure which must be followed through before there is 
any rate adjustment. 

The 10 major commodities of Pacific coast trade are lumber, petro- 
leum, iron and steel, wood pulp, fruits and vegetables, chemicals and 
fertilizer, animal and dairy products, grain, fish products, and sulfur. 
Those 10 major commodities are the backbone of trade and industry 
on the Pacific coast. They are also the 10 major commodities moving 
through the canal in the intercoastal trade. 

So, you can say that as far as our domestic commerce is concerned, 
those are the 10 major commodities paying the bill there at the canal, 
because the toll has to be passed on to the cargo in some form or 
another. 

The industries that supply these commodities on this coast were 
represented in 1950 in some 75 demands from organizations along the 
coast for some establishment of an equitable formula for tolls. We 
have been informed that the General Accounting Office—it is a matter 
of public record, of course—has already submitted to the Speaker of 
the House a report concerning the Panama Canal in which they recom- 
mend certain changes in this 1950 act and certain alterations in the 
capital structure of the Panama Canal which would once more throw 
onto domestic commerce a major portion of canal operating expenses, 
some of which are purely of a national defense or Government 
character. 
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Also, we are informed that there is another agency of our Gov- 
ernment now at the canal conducting an investigation through the 
medium of a private organization which they have hired. It is not. 
Government personnel, as we understand it, but a private consultant 
organization which they have employed and have sent down there and 
who are apparently being given access to what records they might 
need to try to conduct their investigation. 

Senator Porrer. What agency of Government are you speaking of ? 

Mr. Mayer. The Bureau of the Budget. The private organization 
is Electric Bond & Share of New York City. 

We know that when this reorganization came about in 1950 under 
Public Law 841, it was the province of the Armed Services Committee, 
and they are the people who held the hearings on it and reported the 
bill out, I believe. That is probably because of the very important 
national defense character of the utility. But nevertheless, we think 
this committee, the Committee on Interstate and Foreign Commerce, 
has a very direct interest in this thing, because it will have an effect 
not only on our domestic commerce, but our foreign commerce, and 
the foreign commerce of the entire world, because, as you know, 
under a treaty all ships of all nations are entitled to use the canal 
at the same rate. 

Senator Burier. Have you given consideration to the fact that 
England, particularly, thinks our rates in the canal are low as com- 
pared with the Suez ¢ 

Mr. Mayer. I was not aware that England had, in any official man- 
ner, indicated that they thought our rates were low. With respect 
to the Suez, it was the industry in this country, cooperating with the 
merchant marine in England and others, who secured a reduction in 
the Suez rates a couple of years ago. 

Senator Butrier. I was in Panama 2 months ago, not on an official 
visit, just walking around to see what I could see and learn about the 
operation of the canal, and I heard several shipping people say that 
the British were complaining that our rates were low. 

Mr. Mayer. I do now know the stock ownership of the Suez Canal, 
whereas the Panama Canal is the property of the United States 
Government. 

Mr. Auten. Does the shipping industry, or the shippers generally, 
have any agent or agency that watches over the expenses of the 
Panama Canal and the possible savings that could be made in its opera- 
tion, as well as the costs of the tolls to see if they are appropriate 
charges; is there any group doing work similar to the work of the 
GAO for Congress ? 

Mr. Mayer. Was the first part—do we have anybody examining it? 

Mr. Auten. Yes. 

Mr. Mayer. We commenced a study about 30 days ago in our organ- 
ization of the entire capital structure of the Panama Canal. We have 
not gone further so far than to make a superficial or general study. 
For instance, we are at about the same point we were several years 
ago. We have isolated out this $113 million national defense value of 
the canal, which was admitted in 1921, and which the Government 
said, “All right, we will put that out of the capital structure of a total 
of $350 million. In other words, we will chop off about a third and we 
will not charge interest on that one-third; therefore, the commerce 
using the canal will not have to produce that because, after all, that was 
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spent for armor plate and wider ditches that a battleship would need 
in order to be able to go through.” 

We are down to that point. We believe within another 30 days or 
so we will know how much further we want to go, in what direction, 
and what kind of information we might want to ask for from the 
Panama Canal, which has already been furnished to some other private 
organization. 

Mr. Auten. The type of charge that I had in mind was this possi- 
bility, for an example: If students from Panama or other countries 
go to the schools in the Panama Canal Zone, there is a cost of educa- 
tion. Do you know whether that cost is borne ultimately by the tolls 
charged, or is it charged to the State Department funds by some 
international program ¢ 

Mr. Mayer. I think I can answer that one. What they did in 1950 
was to say, “Now, we will abolish this thing called the Panama Canal 
and all these strange odds and ends. We are going to cut the thing in 
half real clean. We are only going to have two organizations. We 
are going to have a government organization called the Panama Canal 
Company, of which the President of the United States is the stock- 
holder. That will handle all this business of transiting. 

“We will have another organization called the Canal Zone Govern- 
ment, and in that basket we are going to put all these functions like 
schools, sewers, hospitals, and so forth, right down the line.” 

Then they said, ‘Now, we will figure out how much commerce will 
pay by way of tolls through the canal.” And then they said, “Ob- 
viously, commerce has to pay all of this one. This is the business of 
transiting.” 

They said, “We have this big operation over here called the Canal 
Zone Government for two reasons. We have it for the reason that this 
is a national defense utility and because we have a lot of military 
installations down there, and we have it for an additional reason, that 
you have this very fine utility offered to private industry, namely, 
shipping.” 

Therefore, they said something like this. I stand subject to correc- 
tion, and I would like to have the opportunity to correct the record. 
They said—this is very vague and I would have to refer to the act— 
to this effect, that to the extent that the expenses of the Zone Govern- 
ment are not covered by appropriations, they will be put over into this 
factor. I think Senator Magnuson can tell it more clearly, because I 
think he was the author of the legislation. 

Senator Magnuson. That is, in effect, what it said, to what effect 
the facilities contributed to the operation of the canal. But that 
left it very flexible and somewhat vague. 

Then, of course, when you get in front of an Appropriations Com- 
mittee, they are trying to cut that down and push more of it over 
here. But I was hopeful that after we had had the general up in 
front of our committee for 2 or 3 days a formula could be worked 
out in cooperation with the General Accounting Office. You, too, 
have been there since. I do not know how it is operating at this 
time. 

Mr. Mayer. The formula we have described is going to be. tested 
the next time we come before the Board. 

Senator Butter. Don’t they carry it at about a half billion? 

Mr. Mayer. What? 
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Senator Butter. What is the value? 

Mr. Mayer. $350 million. 

Senator Butter. My recollection was a little higher than that, 
but you may be right. 

Mr. Mayer. It is someplace in that neighborhood. It probably is 
lower now. 

Senator Magnuson. That is their book value, but, of course, the 
actual value would be closer to that. 

Senator Butter. Maybe if they wrote off $125 million that would 
bring it closer up to the figure I have in mind. 

Mr. Mayer. Maybe that is the difference we had in mind. 

Senator Burier. I have been very much interested in the MSTS. 
You say, “A privately owned fleet that will carry 50 percent of our 
foreign commerce is contemplated under the Shipping Act of 1936.” 
That is exclusive of the MSTS ? 

Mr. Mayer. Yes, you bet it is exclusive, because the MSTS is not 
privately owned or operated. 

We have, as you gentlemen have noticed, a statement in our written 
statement which refers directly to the MSTS operation. 

Senator Butter. I had very interesting conversations in England 
with the shipping people there. They told me that all of their mili- 
tary cargoes, all of the families and dependents of overseas service- 
men, are carried, even in time of war, in privately owned bottoms. 
They were a little at a loss to understand why we had such a large 
MSTS. 

Mr. Mayer. We are at a similar loss. 

Senator Magnuson. I don’t want to be the author of everything, 
but I am the author of another bill, Mr. Shelley and myself. It is a 
simple bill. It says that where space is available, all things being 
considered, it shall go in private merchant marine. 

As the members of this commitee know, and as my friend Al Gatov 
knows back there, it is a constant fight to carry out the provisions 
of that law. You just have to watch the MSTS all the time to keep 
them from getting bigger and bigger. 

Senator Buruer. Is there some background information in this rec- 
ord as to why we have such a large MSTS and how it came into 
being and its pertinence? 

Senator Porrrr. We have a lot of testimony as to why the MSTS 
is as large as it it. 

Mr. Mayer. I do not want to prolong this. I will skip the rest of 
my statement. I would like to say this on the MSTS thing. I do not 
think we will get any place on it in Congress until some committee of 
Congress is given the time and funds to force out of the Navy an 
accurate comparison of Government operation versus private opera- 
tion, and put into the cost study factors like these: the capitalization 
of private industry, the taxes that are paid by private industry and 
not paid by Government operation, the value of private employment 
as against Government employment, and the price tag, if you will, 
of possible ultimate complete nationalization of your merchant 
marine. 

I am not trying to drag any herrings around, but that is a complete 
possibility. Also, there should be considered the cost of Government 
employment, when you consider all the benefits and the money it costs 
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every time you hire a Government employee. Those should go into 
any cost study. There has never been an adequate cost study on the 
subject. I would like to see that come out of this committee. 

Mr. Suetiey. Also, the cost of retirement for naval personnel who 
are attached to MSTS for which they show no record, the officers 
supervision, a lot of the planning for loading, for which they then say 
comes from another branch of the armed services, and a record of ship 
utilization, which you do not seem to be able to get from MSTS. 

Mr. Mayer. What is the back haul and the cost for the cargo that 
goes 1 way, and the cost for the ship that goes 1 way full and 1 way 
empty ¢ 

Senator Magnuson. It is the whole problem of Government oper- 
ation. It isa problem that I know this committee is alert to. Itisa 
constant struggle. 

Two years ago I had the worst time I have ever had in trying to get 
even the State Department to book people going to Europe, or going 
to foreign posts, to go on American-flag ships, if space was available. 
You could go down to the New York dock and find the Queen Mary 
and the Queen Elizabeth booked to capacity—about half of them were 
traveling on Government pay, taxpayers’ money—and the America 
and the rest of them going out empty. 

If a British diplomat were to take anything but a British ship to 
go to his post, he would be recalled before he got there. It is a small 
ea but it is typical of this situation. It goes right down to the 
MSTS. 

Mr. Mayer. We are the free-enterprise symbol to the world, but 
we have the largest nationalized merchant marine in the world. The 
key to it is in the determination of comparative costs, and I think this 
committee can accomplish it. 

Senator Magnuson. When we first took over this thing in 1947, we 
found the Army’s navy—this is the Army’s navy—was bigger shipwise 
than the whole American merchant marine. 

Senator Butter. Do you feel that the nucleus fleet necessary for 
defense would not suffer if those ships were forced out of MSTS into 
private ownership ? 

Mr. Mayer. I do not think it would. 

Lo Maenvson. They would come right back in when we need 
them. 

Mr. Mayer. I have one more point in my statement, the stability 
of Government contracts. While this subject borders on and arises 
out of the subsidy question, on which there is some disagreement even 
among the members of this association, our membership is unanimous 
in the stand that some legislation or, at least, sense of Congress, must 
be accomplished so as to prevent the ridiculous performances that have 
been witnessed during the past few years with respect to Government 
adherence to certain of its contracts under the subsidy program. 

When one Government agency pressures another to violate a firm 
contract, and yet declines to term the contract void, or even fraudu- 
lent, then, the stability of contracting with the Government is in jeo- 
pardy. This occurred, as you know, in connection with the largest 
merchant vessel ever constructed under the American flag. Here, 
again, a mature merchant marine policy could prevent such spectacles 
as this. 
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Mr. Sueitey. Completely apart from anything you have testified to 
up to this moment, I would like to ask this question. I notice that Mr. 
Rothschild, the Federal Maritime Administrator, has made a release 

recently, in the last several days, that they are planning to close down 
the Federal Maritime Training Se thool, which gives replacements and 
refresher courses at Alameda, with plans, ev entually, to close down 
the similar operation at Sheepshead Bay, with the suggestion that the 
industry hed the unions get vagetliae to set up such schools as they 
want and finance them themselves. 

Do your people have any comments on that situation or proposal 
that was just made? 

Mr. Mayer. Yes, we do. Incidentally, our board of directors just 
yesterday, after a second meeting in w hich they studied this thing, 

came to a policy determination, ‘and we sent to Mr. Rothschild last 
night a full letter which states our entire position. 

Out of courtesy to Mr. Rothschild, I would rather not release that 
letter in full at this time, but I believe it is perfectly proper for us to 
state generally the policy position that we arrived at. It is generally 
this, that we think if they close up the school in Alameda they would 
be discriminating against the American seaman as a craftsman, and 
also against the Pacific coast as a geographic area. 

That is because, in the first place, under the Smith-Hughes Act, and 
the Barden Act, we appr opriated last year $26 million to be handed 
out for the educational training of people for vocations, industry and 
agriculture, not related at all to merchant marine. Some of it is being 
spent right here in San Francisco. 

For maritime training you appropriated $3,400,000, of which $400,- 
000 is spent at Alameda. If the training of the merchant seaman is 
to be abandoned or cut back to this extent, we feel it should go across 
the board in all kinds of occupations. 

Secondly, with respect to the Pacific coast, if you close up Alameda 
and leave the Sheepshead Bay in New York, which is what is pro- 
posed, the Atlantic coast seamen can go in there and get their up- 
grading and refresher training, but travel costs are such that the 
American-flag seamen who come in on rotation off a ship are not going 
to be able to travel to New York. They will not have it available to 
them. We do not think it is entirely fair. 

We have made several suggestions which we think can effect the 
same economy, and we subscribe to the theory that we must have 
savings. 

We have made several suggestions which we think can cut down 
the cost. The suggestions are that we, first, take a look at the cur- 
riculum and cut take courses right to the bone in both schools if we 
have to. That will result in cutting down the faculty. It should re- 
sult in the consolidation of building facilities, cut down some build- 
ings, close them up, get rid of the maintenance cost on them. Go 
back to a minimum. 

Then, there is a question of subsistence. These men are being fed 
there. Food is one of the highest operating costs. You have to pur- 
chase it, store it, handle it, and waste a portion of it, because every 
establishment in the country does. 

We think rather than lose this, that the men would buy their own 
food. Practically all of our publicly supported institutions operate 
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without giving food to the students. I think if they were faced with 
the choice, they would buy their own food. 

There is the free use of the laundry and use of books. There is 
also the question of, possibly, tuition, which would cut the enrollment 
down and the expense down to the men who really wanted it and 
wanted it badly enough. 

Our position also states that we do not think the union or manage- 
ment should be asked to pay part of this thing. If they set it up 
on some sort of a basis where the cost is paid by the men who are to 
take the training, then I think the unions and management themselves 
should take a look at any scholarship programs that they may want 
to go into, but I think it is their individual choice. Remember, this 
is not an institution that is flooding the industry with new men. 

Senator Porter. It is an in-training program ? 

Mr. Mayer. That is right. Ifa man has one grade and wants to go 
a little higher and progress, he goes over there, when by his union 
contract he goes on the beach off duty. 

We think you can save the $400,000 by cutting both Sheepshead 
Bay and Alameda down, and maybe in New York they might want 
to consider putting Sheepshead Bay in with a similar institution back 
there where you could really save some costs. 

Mr, Sueiiey. I have another question on the same subject matter. 
I have been given to understand that Mr. Rothschild, or they who 
have determined the policy, will also recommend to the next Congress 
the elimination of any further Federal support for the State schools 
in New York, Maine, Massachusetts, and California, and that very 
shortly Mr. Rothschild, the chairman, will so advise the Governor 
of California. Has your organization, or the people you represent, 
any position on that? 

Mr. Mayer. We have not heard about that one yet. 

Mr. Suetitey. Maybe I have advance information. I have a pretty 
good espionage agent back there. 

Senator Porrrr. Are there any other questions? 

Thank you kindly, Mr. Mayer. 

Mr. Suetiry. May I say, Mr. Chairman, as these various witnesses, 
such as Mr. Mayer from the industry itself, and those from the unions 
involved, the seagoing end, come forward, I would place that same 
question to them because I think it is helpful to get the thought of both 
sides on this matter. 

Senator Porrrer. I agree. Our next witness is Mr. Charles L. 
Wheeler, executive vice president of the Pacific Argentine Brazil Line, 
Inc. We are happy to have you here and we are waiting to hear your 
testimony. 


STATEMENT OF CHARLES L. WHEELER, EXECUTIVE VICE 
PRESIDENT, PACIFIC ARGENTINE BRAZIL LINE, INC. 


Mr. Wueetrr. My name is Charles L. Wheeler. I am executive 
vice president of Pacific Argentine Brazil Line, Inc., San Francisco, 
Calif. 

The Pacific Argentine Brazil Line, Inc., is a wholly owned sub- 
sidiary of Pope and Talbot. 

My appearance at this hearing is in response to your invitation to 
present a statement on shipping to and from the west coast of the 
United States to the east coast of South America. 








712 MERCHANT MARINE STUDIES 


I speak on behalf of the Pacific Argentine Brazil Line, Inc., and 
Moore-McCormack Lines, Inc., owners and operators of Pacific 
Republics Line. Both lines are operated on trade route 24, which 
has been declared essential to the foreign commerce of the United 
States. Trade route 24 extends from the Pacific coast of the United 
States and British Columbia to and from Panama, the east and north 
coasts of South America, and the islands in the Caribbean, either via 
the Panama Canal or the Strait of Magellan. 

Pacific Republics Line service started in August-September 1940, 
first with three Hog Island vessels, but replaced in early 1941 with 
C-3’s built at Moore dry dock, The service contract provided a min- 
imum of 12 and a maximum of 18 sailings per annum. After Pearl 
Harbor Day, December 7, 1941, all of the vessels were requisitioned 
and the service stopped. 

Pacific Republics Line resumed service October 1945, again, with 
a provision for a minimum of 12 and a maximum of 18 sailings per 
annum. Five C-3’s are allocated to the service and four C-3’s were 
used in the service until August 1953. Presently, only three C-3’s are 
operated on the berth. All vessels are 20-year replacements. When 
business warrants, additional vessels will be placed in service. 

Pacific Argentine Brazil Line started a monthly service in 1926 
with 5 West-type vessels. The number of vessels was increased to 
8 in 1930, with a contract providing for 18 sailings per annum. 
P. A. B. Line was discontinued prior to the Second Wor!d War, and 
all vessels were sold or requisitioned for war service. 

Following the Second World War, Pacific Argentine Brazil Line 
resumed service in 1947 with 4 C-3’s, and in 1949 a subsidy contract 
was executed authorizing 12 sailings per annum, which contract was 
later changed to a minimum of 11 and a maximum of 13 sailings per 
annum. Presently, only three C-3’s are used and all these vessels 
are 20-year replacement units. When business warrants, additional 
vessels will be placed in service. 

The principal foreign-flag competition on the southern leg of the 
route, covering Brazil, Uruguay, and Argentina, has come from Sean- 
dinavian, Japanese, and, occasionally, chartered vessels with lower 
operating costs. The principal competition to the east and north 
coasts of South America and the islands of the Caribbean is from 14 
European foreign-flag lines, likewise with lower operating cost 
vessels. All of these lines make occasional calls, leave the service for 
more attractive routes, leaving to the United States lines the job of 
serving the route through thick and thin. The foreign lines enter, 
leave, and reenter the route, picking off the cream of the cargo as 
conditions warrant. 

Another of the difficulties experienced by the operators on the route 
has been the discrimination of some nationals in behalf of their ships 
both in the control of cargo and berthing preference. The State 
Department has been most helpful in partially minimizing this dis- 
crimination. Continued alertness to this danger is important. 

Trade route 24 is one of the closest trade routes to the United States 
and provides a fleet of ships normally close at home for commercial 
or military emergencies. For example, when Rommel was chasing 
Montgomery across North Africa, the United States requisitioned all 
ships near home, loaded them quickly with military supplies and sailed 
them for Suez, around the Horn, via the Red Sea. 
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Trade route 24 serves a trade area of great value to the United States. 
With the exception of Canada, it is the most substantial area of invest- 
ment by United States citizens and it is a major source of essential 
materials on the United States stockpile list. If investments in Canada 
are excluded, direct private United States investments in Latin Amer- 
ica exceed those in all other countries of the world combined. Our 
imports from Latin America in 1952 accounted for approximately 32 
paren of our imports from all sources. Our exports to Latin Amer- 

a in 1952 were equivalent to approximately 2 8 percent of our total 
exports. The military contend that the area served has great geo- 
exports and strategic importance. 

The vast expanse of highly desirable territory available for immi- 
gration in these countries along the route and the settlement which is 

taking place strengthen the economy of the Western Hemisphere, 
release the burden in Europe and Japan, and promote the growth of 
reciprocal United States trade. 

South America and the Caribbean area offer a special opportunity 
for investment and trade and become increasingly important if there 
is an impending slackening in the oriental and European market vol- 
umes. The seasons being alter nate between the northern and southern 
extremities of the route prompt the exchange of reefer cargo and 
coffee, cotton, iron, manganese, zinc, cacao, nuts, nut oils, castor be ans, 
wool, canned beef que :bracho, hardwood, petroleum, rum—all of which 
provide highly complementary exchange for softwoods, paper, plup, 
fish, canned goods, manufactured articles, steel. electric equipment, 
aviation and airport supplies, fertilizers, road machinery, rice, 
cosmetics, and drugs. 

The Pacific coast of the United States is the most rapidly growing 
section of this country, both from an industrial and a population 
standpoint. Indicative of the future shipping needs of the Pacific 
coast and the east coast of South America are chamber of commerce 
and banking institution statistics recently released which advise that 
the total value of Latin American production has increased from $28 
billion in 1945 to $40 billion in 1952, an increase of 40 percent. These 
statistics also indicate that the Pacific coast population increased 50 
percent during the past 10 years and in this period over 9,000 new 
industries were located in the Pacific coast port areas, involving an 
investment of over $2 billion. After discounting inflation, this is still 
considered unusus ally rapid growth by the Census Bureau. 

The growing indust: ies of this coast, with their raw material and 
market “demands, I am sure, will readily testify at this hearing as to 
the need for dependable United States transportation. Likewise, the 
east coast of South America, with its important immigration poten- 
tial, is having an increase in population 7 percent higher than the 
world average. The increased need for transport: ition to and from 
the east coast of South America and the west coast of the United 
States will in the future most likely be, as it has been in the past, 
in direct proportion to the steady increase in the population of the 
respective areas, 

“xpansion programs far outreaching finances available have re- 
sulted in controlled currencies in most of the nations on the east coast 
of South America and in the Caribbean. These import controls will 
greatly restrict trade until production, commodity sales, and other 
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revenue sources largely relieve the dollar shortage. This condition 
makes it especially important that subsidy aid be continued. 

Research and realistic investment on the part of many of our leading 
United States corporations confirm their optimism as to the prospects 
for the future. For example, the American & Foreign Power Co., Inc., 
have expended, largely in Brazil, over $200 million in powerplant and 
distribution systems during the past 10 years and have construction 
projects of over $200 million authorized for development during the 
next 3 years. The United States Steel and Bethlehem Steel cor- 
porations are in the midst of expending approximately $350 million 
in developing the Iron Mountain mining project and the dredging of 
the Orinoco River in Venezuela. The petroleum industry is active in 
several localities on a scale equally as large. Merchandise concerns, 
such as Sears, Roebuck & Co., have already established and are con- 
structing in many Latin American cities modern distribution centers 
comparable to those in the United States. 

Importers and exporters desire regular, frequent, dependable serv- 
ice on United States ships. United States ships can keep our United 
States labor, shipyards, repair yards, ship chandlers and merchants 
ever trained, supplied, and busy. United States ships cannot be oper- 
ated profitably unless the lower foreign operating costs are equalized. 

In closing, we quote from the American & Foreign Power Oi; Inc., 
1953 annual report. Incidentally, the American & Foreign Power 
Co., Inc., is the heaviest United States investor in this trade area. 
T quote: 

After 30 years in Latin American investment fields, we are more impressed 
than ever with the tremendous potentials of the area. There are vast, natural 
resources which have scarcely been touched. Industry, though rapidly growing, 
is still in its infancy. 

Senator Porrer. Thank you, Mr. Wheeler. Are there any ques- 
tions, Senator Butler? 

Senator Buriter. No. I take it from the statement that when you 
refer to the 20-year replacement units, you mean all those ships are 
over 20 years old? 

Mr. Wueeter. No, sir. 

Senator Butter. How old are they? 

Mr. Wueeter. I imagine those ships—I have not checked the exact 
building dates—are a dozen years old at the present time. 

Senator Porrer. Senator Magnuson? Mr. Allen? 

Mr. Auten. Are there any practices in the Panama Canal operation 
which delay ships in the transiting of the canal which have come to 
your attention which might be eliminated ? 

Mr. Wueeter. I believe that any examination by the operating 
staffs of our agents at the canal of any of the steamship lines using the 
canal would result in a report that there are a half-dozen things that 
could be done without endangering the defense of the canal which 
would materially aid and reduce the cost of the transiting of the canal. 

I think perhaps it would be beyond my province to say exactly the 
hour that a ship can enter or 2 ship should leave and what times they 
should move forward with the density of fog, mist, and so forth. 

Senator Porrer. How long does it normally take to get through 
the canal? 

Mr. Wuerter. It would depend. If it is clear and the weather is 
good, I think they normally transit it in 8 hours. I think the big 
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question there is that, because of the possibility of saving a little 
overtime, they do not let you transit the canal in the morning and 
afternoon because of a wartime situation. You can go into dozens 
of ports all over the world where the problem is 10 times more diffi- 
cult and they use them day and night. 

There is an increase in cost because of standby time. Then there 
is the cost of oil due to speeding up to try to arrive there at a certain 
time. 

Senator Burier. Is it necessary to notify the canal in advance of 
your transiting of the canal? 

Mr. Wueerr. We usually do. 

Senator Burter. Why do you dothat? So they will know the den- 
sity of traffic for the day ? 

Mr. Wueetrr. At our offices down there, they keep in close touch 
with the canal authorities cor.cerning our vessels and arrival times. 
All the companies do that. I think there is very close cooperation 
between the canal authorities and the agents of the companies there 
as to the arrival time and passing through the canal. 

I am sure of one thing, if they had just one conference it would 
help. Ido not know if I have ever read or heard tell of a conference 
between the canal authorities and their customers, the merchant ma- 
rine, as to how they could best serve them. 

I think if they had a meeting with the canal authorities and the 
steamship agents down there and had a discussion of the subject, they 
could do many things to assist in transitting the canal. 

Mr. Atten. What would be the cost to the operator of delaying 
a ship for 12 hours unnecessarily ? 

Mr. Wueeter. On a C-3, about $1,400. 

Senator Butter. What is the toll on a C-3? 

Mr. Wueeter. I think we pay around $13,500. It can vary 
slightly. 

Senator Butter. One-way transit? 

Mr. Wueeter. No; round trip. I know recently it made a differ- 
ence of $9,000 loss on a cargo. The ship had several hundred thou- 
sand dollars of cargo, and that toll of $13,000 caused a loss. 

Senator Porrer. That does not include your pilot cost, and things 
of that sort ? 

Mr. Wueeter. No; it does not. 

Senator Porrer. Thank you, Mr. Wheeler. 

Our next witness is Mr. W. K. Varcoe, vice president of American 
President Lines. Mr. Varcoe, we are pleased to have you with us. 
We are looking forward to hearing your statement. 


STATEMENT OF W. K. VARCOE, VICE PRESIDENT, AMERICAN 
PRESIDENT LINES 


Mr. Varcor. Mr. Chairman, my name is W. K. Vareoe. I am vice 
president, executive department, American President Lines. It is a 
real privilege to be afforded the opportunity to appear today under 
the auspices of the Pacific American Steamship Association to present 
to this committee a general statement on transpacific services and 
problems. The five American-flag shipowners operating transpacific 
berth services headquartered here on the west coast of the United 
States are: American Mail Line, Seattle; States Steamship Co., Port- 
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land ; Pacific Far East Line, Pacific Transport Lines, American Presi- 
dent Lines, of San Francisco. 

There are, however, five other American-flag operators engaged in 
transpacific trade; namely, Isthmian Steamship Co., States Marine 
Lines, American-Hawaiian Steamship Co., Isbrandtsen Co., of New 
York; and Waterman Line, Alabama. 

At the outset, I should like to pose a question for the record which 
has always seemed to defy a proper and adequate answer: 

The Shipping Act of 1916 was enacted for the purpose of— 
encouraging, developing, and creating a naval auxiliary, a naval reserve, and 
a merchant marine to meet the requirements of the commerce of the United 
States. 

Four years later the Merchant Marine Act of 1920 reiterated as its 
purpose— 


the promotion and maintenance of the American merchant marine. 


Eight years later the Merchant Marine Act of 1928 had for its 
purpose, and I quote: 
to further develop an American merchant marine, to assure its permanence in 
the transportation of the foreign trade of the United States. 

Again, in another 8 years, Congress saw fit to enact the Merchant 
Marine Act of 1936, the preamble of which provides, and I quote: 
to further the development and maintenance of an adequate and well-balanced 
American merchant marine, to promote the commerce of the United States, to aid 
in the national defense. * * * 

Why, then, with such vital national policy at stake, so clearly defined 
4 times within a relatively short span of 37 years, why, then, has it 

virtually taken 2 devastating major world conflicts to provide the 
Samal us that would create the vehicle necessary for implementing the 
provisions of this particularly important type of legislation ? 

Senator Magnuson. I can make you a speech on that, but it would 
be too long. 

Mr. Varcoe. I imagine, Senator, you could. 

Great numbers of high-cost war-built ships created under emergency 
conditions certainly are not the answer. Fortunately, as a result of, 
and thanks to, the 1936 act, we do have today a certain number of 
C-type cargo ships that can be classed as good, but they, too, will 
shortly approach block obsolescence if, indeed, this normal obsoles- 
cense will not be further accelerated by the entry of the latest designed, 
more modern and efficient ships comprising the rehabilitated ‘fleets 
of leading foreign maritime powers. The transpacific trade, it 
seems, contains more than the average amount of this modern foreign 
ship tonnage with which I shall deal more completely later in this 
statement. 

It is true our Government has embarked on a building program in- 
volvi ing 35 high-speed Mariner-type ships. These are expensive, 

standardized vessels, not designed for specialized trades, hence, as 
enamel constructed, these ships, while satisfactory for worldwide 
trading, require alter ation for most efficient use in some of the special- 
ized trades. 

If the building program is to be continued, it would be much better 
to call in American owners who face the replacement program and 
who know what vessel characteristics are required in order that spe- 
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cialized requirements, with no loss of flexibility or conversion value, 
be achieved. The military personnel and commercial interests should 
be brought together to develop jointly a design that is readily adapta- 
ble to both our emergency and peacetime requirements. 

Senator Porrer. What about the Mariner program ? 

Mr. Varcog. I understand that many ship operators have cited the 
objection that they were not considered in the design of the Mariner. 

Senator Porrer. And find it hard to use for commercial purposes ? 

Mr. Varcor. That is correct, sir, without a good deal of rebuilding, 
putting in deep tanks, building in additional refrigerators, changing 
characteristics of the vessel which would be very expensive. ‘They 
would not, as presently constructed, be suitable for many of the berth 
trades. 

Senator Butter. They would not be permitted to make those altera- 
tions, anyhow ? 

Mr. Varcor. If a firm bought the vessel, they would. But there, 
again, those alternations would be in addition to the cost of the vessel, 
additional to the operator. Let us assume the cost would be $4,500,000 
or $5 million. Some of the lines here, at least our own, figure we have 
to put $800,000 or $1 million in that my to make it suitable for our 
trade, with these special requirements. As the ship is today, it is just 
a big warehouse. 

It is true it has 30,000 feet of refrigeration, but we believe we need 
more than 30,000 cubic feet. We feel we need deep tanks to satis- 
factorily take care of the trade. 

Senator Burier. It would make a lot of sense to have these 35 
Mariners of a specialized type, but at the same time have some ships 
that are strictly cargo ships, with no military features on them; wala 
that be feasible? 

Mr. Varcor. That is correct. 

Senator Porrer. If the Government is going to build ships, some- 
body has to use the Mariners. 

Senator Butter. Somebody is using them. I know that the Ameri- 
can Mail listed here has at least one Mariner, because I have been on it. 

Mr. Varcor. Most of the companies are operating Mariners, but 
they are only under GA agreements, operating under the military. 

Senator Magnuson. How many bids for sale by the private mari- 
time industry have been made for the Mariners that you know of? 

Mr. Varcor. I think only two companies. 

Senator Magnuson. Apparently the industry does not want to go 
into the investment of buying them; is that correct? . 

Mr. Varcor. As they are presently constructed, that is what I would 
say. I would not say that you would rule them out completely, but 
putting in the amount of money that is necessary for those ships 
to put in these refinements that we believe we need in our specific 
trade runs to a considerable figure. 

Mr. Suettry. Mr. Varcoe, didn’t the two companies who have put 
in bids for the purchase of Mariners also tie to their bids provision 
for certain alterations to meet the needs of their own trade? 

Mr. Varcor. That is true, but those alterations, it is my under- 
standing, will be paid for by the purchaser, 

Senator Porrer. What you are saying is that the commercial inter- 
ests of the vessel should be considered more than has been in the 
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past. In the past, they have considered more the national defense 
features, and then hoped to sell the ship after it was built. 

Mr. Varcor. What I am saying, Senator, is that I think if we are 
going into a long-range building program, which I hope we do, I 
see no reason why the military people and the commercial people 
cannot get together and design a ship which will take care of each of 
the requirements without these additional and very expensive alter- 
ations. 

Senator Burier. As a matter of fact, there is nothing wrong with 
building some ships which are completely divorced from the emer- 
gency, building them for the steamship trade; cargo carriers will be 
needed in time of war? 

Mr. Varcor. That is correct. Senator, that is probably what some 
companies will do. Rather than take a Mariner-type ship and alter 
it at this terrific figure, it might be well to start with a new design 
completely distinct from the Mariner type. If a company is going 
to spend $6 million, $7 million, or $8 million, and up for a ship, it 
is better to design your own ship, because then you get your own 
features built in from the keel up. 

We are just now entering into what might be considered the first 
normal period since the 1936 act, where American shipowners are 
going to have to call upon the provisions of that act to assist in re- 
placing the war-built fleets. It seems only wisdom that the provisions 
under which we are presently laying aside funds for ship replacement 
should have an opportunity to come into full play. 

The testimony before your committee to date appears replete with 
statistics—data and material on the type, number, speed, capacity, 
and obsolescence of ships—hence, my remarks today might be better 
directed to other phases of this important overall question of American- 
flag ships and shipping. It is our hope, therefore, to throw into sharp 
focus several trade and traffic problems. 

Permit me to identify what the term “transpacific trade” encom- 
passes. I have here a map of the Pacific area, which I will submit 
tor the record, showing the principal routes over which the so-called 
berth services operate. Briefly, these involve commerce between Cali- 
fornia, Oregon, and Washington and Japan, Korea, China—under 
normal conditions—Philippines, Hong Kong, Formosa, French Indo- 
china, Siam, Malaya, and Indonesia. As may be noted, all trans- 
pacific routes are particularly long ones, covering vast areas—4,500 
nautical miles to Yokohama—6,000 to Manila—7,300 to Malaya. 

Transpacific has traditionally represented about 50 percent of the 
foreign trade of the Pacific coast and consequently plays a dominant 
role in our shipping activity. 

This trade, furthermore, has the distinction of being the only one 
over which the Maritime Board has allowed four operating-differential 
contracts—American Mail Line, American President Lines, Pacific 
Far East Line, Pacific Transport Lines—which would seem to be an 
indication of its importance to national commercial policy and, there- 
fore, certainly not an unimportant factor in our defense considerations 
so forcibly brought out in World War IT and, later, Korea. The bulk 
of the materiel and practically all of the troop movement to Korea 
started the ocean voyage from Pacific-coast ports. 
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Competition is formidable and becoming more intense. Following 
is a record of regularly advertised sailings from Pacific coast as 
appearing in Pacific Shipper: 


Second half 1950 Year 1951 Year 1952 First half 1953 
Number Number Number Number | 
of sail- |Percent! of sail Percent of sail Percent; of sail- (Percent 
ings ings ings ings 
American-flag....-.. ‘ 217 71 465 | 75 536 66 221 64 
Fs imnciennadon Nil 9 l 61 8 25 7 
Other foreign_..--.--- ; 90 29 149 24 212 26 Ys 29 


Total sailings.......-.-| 307 623 ; 809 |_. 44 


Senator Magnuson. How do you account for the dropping off of 
the Japanese in 1953 and the increase of the other foreign? Is there 
some reason for that? 

Mr. Varcor. There is a total increase in the foreign. I see what 
you mean, Senator. Yes, I believe, as the Japanese bring out their 
new ships they are retiring some of their older ships. They are the 
new ships that are coming on. 

Senator Magnuson. That is what I was going to point out. The 25 
sailings are not necessarily a criterion, because the 61 sailings may 
involve types of ships which would not do as much competitively as 
the 25 newer ships ¢ 

Mr. Varcor. That is right, in addition to which they are changing 
their routes. Where formerly a Japanese might just ply the Pacific, 
it is now in a route which will probably be extended to South Americ: 
or to the Atlantic coast. 

This means a ship departed from this coast about every 14 hours 
during the period July 1950 to December , approximately every 
11 hours in 1952, and just short of every 13 hours during the first 
half of 1953. A glance at projected sailings for the next 60 days 
indicates a ship departure from Pacific coast less than every 12 
hours. 

Your attention is directed to the decreasing trend of American- 
flag sailings and tendency of foreign-flag to increase. That, however, 
is not too alarming when considering it is a trend to be expected 
following the imme diate postwar per iod when we had the preponder- 
ance of ‘ships and foreign-flag lines gradually rehabilitated their 
fleets and resumed operations—sort of a return to prewar pattern. 

What is disturbing is this: Are we, during the next 10 years, and as 
our own American-flag fleets approach obsolescence, going to be able 
to arrest the downward trend, or hold at least 50 percent of our com- 
merce, or are we to slip back into the prewar pattern for want of 
a long-range vessel replacement program providing for new ships 
embodying the latest in marine architecture and design—building 
ships that will be constructed in cooperation with the owners’ ideas to 
fill his particular needs and requirements? In other words, tailored to 
fit the trade in which they are to be operated. 

I should like to introduce, for the record, a chart prepared to show 
what the commercial cargo picture was during 1 prewar and 3 postwar 
years. American-flag total participation in 1938 amounted to only 
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5 percent outbound—85 percent was carried by foreign-flag bottoms. 
inbound, the story was the same—foreign-flag ships handled 78 per- 
cent of our commerce to the Pacific coast, leaving only 22 percent for 
American-flag ships. 

Senator Porrer. Without objection, the chart will be made a part 
of the record at this point. 

(The chart referred to is as follows:) 


Liner commercial cargo moving between United States Pacific and TR 29 area 
[Long tons] 
OUTBOUND 











mt | miaeed oo Deas Percent | American Percent 
Year Total cargo | Foreign flag total flag total 
” “ST ’ | 
OE i i eit eee a te | 1,556,932] 1,316, 508 | 85 | 240, 424 | 15 
1950 Janik 28 Se 919, 985 258, 594 | 28 | 661, 391 | 72 
== : : aa 1, 469, 676 | 324, 640 | 22} 1,145, 036 | 78 
eR cccinnanitiy ae has i | 1, 630, 275 516, 345 ml 32| 1, 113, 930 68 
INBOUND 
1938 1___- i a ae aa 569, 560 | 441, 688 | 78 | 127, 872 22 
IND Laan anh bbs hh 3 aebachaeaa 807, 641 382, 155 | 47 | 425, 486 53 
SE ce cweciachireh es : haw ciaiaSacseied 784, 940 343, 553 44 | 441, 387 | 56 
Peicnegtiédiduinaddyredsitvesiabboade | 636, 740 332, 124 52 304, 616 48 




















! Includes tramp cargo. 


Note.—United States Pacific includes California, Oregon, and Washington; TR 29 area also includes 
Malaya and Indonesia. 


Source: Year 1938 from USMC Report 2610. Other years taken from exhibits in S-18, S-19, S-26, S-33 
based on material prepared by Federal Maritime Board. Pacific Northwest tonnage, from U.S. Depart- 
ment of Commerce, Bureau of Census Reports 8M 303 and SM 703, was added to TR 29 figures. 


Mr. Varcor. Postwar, of course, the tables were reversed, because 
we were the only ones who had the ships, as explained, but the recent 
downward trend is indicative and we are destined to revert to the pre- 
war pattern unless we can remain competitive from the ship stand- 
point. We have the personnel and the necessary know-how to obtain 
the traffic target figure of at least 50 percent of our foreign commerce, 
but we must have the proper express wagon to carry the ‘merchandise. 
It should not ever be forgotten, every hour of the day, every day of 
the year, the American-flag operator must compete side by side with 
his foreign colleague and nothing will supplant regular, frequent, 
dependable service. 

The major factor in increasing participation of foreign-flag lines 
in the Pacific has been the rebirth of the Japanese merchant marine. 
Here is a defeated nation who, within relatively few years, has been 
able to place new ships in all its prewar major services, and who is 
continuing to expand. 

Senator Porrer. With our money. 

Mr. Varcor. I will get to that very shortly, sir. 

Japan emerged from World War II with only 1 million gross tons 
of ships of all types, most of which were damaged or obsolete. Lloyd’s 
Register of Shipping recently announced that by the end of 1952, 
4 apan had rebuilt their freighters intended for the deep-sea long-haul 

rades to within a few thousand gross tons of the 1939 level—2,800,000 
Ties tons. The 1953 building program called for construction of 
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about 400,000 tons more of this type of ship, sending the total to 
3,200,000 tons—about 10 percent above the prewar level. 

Plans for keel layings in the 6 months ending September 30 this 
year included 51 new fast freighters, 14 of which will be high speed. 
Five of these will achieve speeds of 20 to 22 knots. Plans are on the 
drawing boards for construction over the next 5 years of 10 combina- 
tion passenger-cargo vessels, each capable of carrying 150 passengers 
in luxurious accommodations, A 60- passenger vessel capable of 17 
knots is reported to be on the ways and nearing completion. 

While all these ships will be assigned to far-flung routes, in nearly 
all cases, one leg of the route ine ludes calls at Pacific coast ports as a 
portion of a leg in a complete voyage. 

A little-known factor in the postwar reconstruction of the Japanese 
fleet is that the American taxpayer has indirectly financed a large 
part of these fast, special-feature ships. This was done by means of 
counterpart funds built up through the sale in yen of United States 
financed occupation cé rgoes—Gover nment Aid and Relief in Occupied 
Areas. Loans to vessel owners and shipyards from these funds fi- 
nanced up to 50 percent of the cost of a large number of ships built 
between 1947 and 1951 with which we now compete, and while exact 
figures are not available, we estimate that well over $100 million was 
loaned at low interest rates from the United States counterpart aid 
fund for shipbuilding purposes. It seems only consistent to us that 
the Congress, which in its wisdom provided for these loan incentives 
to the Jap: inese merchant marine, should take steps to insure at least 
the continuance of the current incentives in the Merchant Marine Act 
of 1936, mainly the tax deferment privilege and, if necessary, an ex- 
pansion of these incentives. 

Mr. Sueiiey. You, of course, are speaking of the Japanese situa- 
tion, because that is the one with which your own work familiarizes 
you. But doesn’t that situation find an identical counterpart with 
Italy, with France and England, and some of the other countries to 
which these funds have been used the same way ? 

Mr. Varcor. That is my understanding. 

Senator Butter. Germany, more particularly. They are coming 
forward rapidly. 

Mr. Varcor. That is correct. They are placing new ships in their 
old routes. 

Senator Butter. I do not believe we have any orders at all for new 
construction next year. 

Mr. Varcor. Not that I know of. 

Senator Magnuson. As of November 1953, there is no major keel 
to be laid in the United States except tankers. 

Mr. Varcor. That is right, no general cargo ships. 

Senator Maanuson. The record ought to be clear on this Japanese 
thing. This was under the occupation ? 

Mr. Varcor. That is correct, under SCAP. 

Senator Magnuson. Under General MacArthur? 

Mr. Varcog. That is right. 

Senator Magnuson. Part of their rehabilitation was naturally put 
into shipbuilding. They figured they needed approximately 3,500,000 
tons to get back to their domestic prewar levels and needs. That is 
stopped, insofar as the funds are concerned. The occupation is over. 

36174—54— pt. 2—4 
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I think the record also ought to show that the Japanese have been 
willing to sit down to a maritime conference or a maritime treaty on 
building and rates, but that since the occupation has ended, and since 
the peace treaty was signed, on which I conducted some negotiations 
in Japan, along with the now Secretar y of State, Mr. Dulles, we have 
been unable to ‘get the British or the Norwegians to sit down at such a 
conference, although I think the Japanese have been perfectly willing. 
Otherwise, this large rate of shipbuilding in Japan will continue with- 
out any diminution at all, and I think the whole thing adds up to 
nothing but cut-throat competition. 

The quicker we can get some international agreements, the better it 
will be. I was there only last June, and they are still willing, the ship 
operators, to do so. But it is an amazing thing. You can even go to 
the United Nations, where you can get all kinds of agreements worked 
out, anything from opium to wheat, but if you start talking shipping, 
everybody goes off to different corners. Unless something is done, the 
Japanese will continue, because they are now in a position to go ahead. 
But there are none of our funds there now except, maybe, a backlog 
of these counterpart funds from the occupation. 

Mr. Varcor. That is right. But isn’t there still some backlog to 
which the Japanese owners can appeal in building further beyond 
this period of which I speak’ 

Senator Maanuson. Yes, there is some backlog in Japanese financial] 
circles, but it all comes from the occupation, where rehabilitation funds 
were used, shipping being a big part of the Japanese economy. 

Mr. Varcor. If they did not have those funds, the ‘y would have to 
borrow from private sources. 

Senator Magnuson. And the yen is getting to be of better value. I 
think this committee feels the same way I do, that sooner or later we 
have to sit down and work out some of these worldwide agreements. 
This will have to be done by the time that they get up to a point where 
they have reached a prewar level, or we get beyond our 50 percent; 
otherwise, the whole thing will go to pot again. 

Mr. Varcor. It is too bad that the European nations do not realize 
it, because history proves that is what will happen. The chaos that 
will happen will be terrible. 

Senator Maqnuson. The Japanese peace treaty, which was signed 
in this town, there I was careful, and so was Mr. Dulles, to make three 
treaties supplementing the peace treaty, one as to fisheries, which 
they have done, one on merchant marine, and one on commerce, recip- 
rocal trade. I think this committee is alert to that fact. Something 
must be done, because in the next 10 years this will triple itself. 

Mr. Varcor. We sincerely hope so. It does not seem to me to be 
an answer. 

Senator Macnuson. They are bound to enter into those kinds of 
agreements on those three things, and it was spelled out in the 
treaty. 

Mr. Varcor. The British theory is, particularly in the freight con- 
ferences, that they are not for high freight rates because they want 
to force everyone else out of the trade so that there is just a minimum 
of foreign-flag shipping against the British. 

Senator Magnuson. I could make a speech on that, the British 
theory of shipping. 
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Senator Butter. But, on the other hand, the British ship operator 
is keenly aware of the fact that we must have a nucleus merchant 
marine fleet, and they all admitted to me that had it not been for 
our capacity to produce ships, England would have gone down in 
the last war. So they know that we : have to have some ‘ships, because 
they want to use them in time of emergency. 

Mr. Varcor. Maybe they would prefer to see them in the reserve 
fleet. 

Senator Butter. They said it was necessary that we have a reasona- 
ble merchant marine and that they wanted to see it on the seas. 

Mr. Varcor. A going concern? 

Senator Burier. Yes. 

Mr. Sueuiey. Senator, every time I hear that statement about 
the British, I think of the old story, now that we have established 
the principle, what is the price? They will agree to a nucleus, but 
the size of the nucleus is the argument. 

Mr. Varcor. Operating-differential subsidy : The basic subsidy pro- 
visions of the Merchant Marine Act of 1936 are, in the opinion of the 
lines, sound in concept and capable of satisfactory administration. 

Need: The newly added competition on transpacific trade routes 
which I have just described is under a flag operating at costs below 
those of our European-flag competitors. It has thus “become increas- 
ingly necessary to gain weighted- average parity in order to maintain 
the essential services. 

Backlog: There is still a very large backlog of subsidy rates and 
payments despite the earnest efforts of the Maritime Administration 
to bring them up to date. To show you the impact of this backlog 
on an oper: iting steamship company, I need only point out that as 
of June 30, 1953, the Securities and Exchange Commission reported 
that all United States corporations except banks and insurance com- 
panies had an average of 0.6 percent of their working capital tied 
up in net Government receivables, while, at the same date, one of 
the large subsidized operators on the Pacific coast had 100.6 percent 
of its working capital tied up in net Government receivables—Federal 
income tax excluded in both cases. You can imagine the problems 
of running a corporation whose entire working capital is engaged 
in “holding the sack.” We think the desired effect of the subsidy 
is partly lost when payment is delayed. We seek the interest and 
help of your committee in furnishing the Maritime Administration 
with the necessary means and plans for continuation of its program 
of backlog reduction. 

Senator Buruer. And especially is that true when it is offset against 
the ships that we all know about on account of price and agreement 
of purchase of those ships. It is very embarrassing to those operators. 

Mr. Varcopr, It is. 

Regulation: It is quite proper for those who receive large sums of 
money from the Government to be required to meet the ethical and 
operational standards believed by the Congress to best serve the public. 
In the light of corporate abuses brought to light in the early thirties, 
the Merchant Marine Act of 1936 provides numerous, drastic, and de- 
tailed requirements and obligations. I will not take the time of your 
committee to enumerate or describe them, but I should like you to 
know that these requirements and obligations are severe, oftentimes 
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costly, and frequently delay desired activities for months and years. 
I commend to your attention the volume of applications, negotiations, 
and hearings into which a subsidized operator must pour a substantial 
fraction of his executive thought and effort. You may well find that 
the public would benefit more from greater concentration on the nor- 
mal problems of operating steamships than from some of the rigidities 
imposed on an operator by or under the authority of legal provisions. 

Fleet: A good start has been made by the Congress in determining 
what size and type of fleet will meet the policy set forth in title I of 
the Merchant Marine Act of 1936. Further study and determination 
would be of high service, both to the public and to the subsidized 
operators. Now, there are recurring movements to economize by limit- 
ing the number of subsidized voyages per annum, by appropriating 
less than the Maritime Administration’s budgeted outlay under sub- 
sidy contracts, and by urging that we let other nations earn more 
dollars by carrying our trade. 

These are quite natural, so long as we do not have a carefully 
thought out merchant marine goal which will comply with the policy 
of title I, and best meet public needs. But the recurring uncertainties 
are frightening to investors and rough on future planning by opera- 
tors. I believe the entire operation of the subsidy provisions of the 
Merchant Marine Act will greatly improve when the Congress shall 
have decided in terms of vessel speeds, capacities, and sizes, what is 
our approximate ideal fleet. By ideal fleet, I mean that fleet which 
will meet genuine national needs at the lowest Government cost con- 
sistent with those needs. 

Senator Macnuson. I just wanted to say there that Senator Potter 
has been, for the past few weeks during the latter part of the session, 
conducting quite extensive studies, hoping that we might be able 
to come up with a figure or a goal of what is an adequate American 
merchant marine, based upon the same principles you have stated. 

I think we all agree that is going to o a great help, if we can set 
ourselves to a goal that looks adequate. 

Mr. Varcor. That is correct; it should not be too difficult. Weknow 
the pattern of our various essential foreign trades. We know the size 
of the ship. We know the speed of the ship. It should not be too 
difficult to fit the ships to these essential routes and determine exactly 
what is needed, if we are going to carry 50, 60, or 75 percent, whatever 
we decide we are going to carry, fit the cargo into those ships and onto 
the essential routes. 

Senator Porrer. For the first time, we have received from the mili- 
tary what our military requirements should be, as far as a merchant 
marine is concerned. If we tie that in with our commercial needs, it 
will at least give us a target at which to shoot. 

Some members of the committee have luncheon plans. I hate to 
interrupt you in the middle of your statement, but could you return 
after lunch ? 

Mr. Varcor. I will be glad to. 

Senator Porrer. If you would do that, the committee will stand in 
recess until 2:15. 

(Whereupon, at 12 :30 p. m., the subcommittee recessed, to reconvene 
at 2:15 p. m. the same day.) 
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AFTERNOON SESSION 


(The subcommittee reconvened at 2:15 p. m., Senator Charles E. 
Potter presiding. ) 

Senator Porrer. The subcommittee will come to order. When we 
recessed at noon Mr. Varcoe was in the middle of his statement. We 
will be pleased to have you continue with your statement. 


STATEMENT OF W. K. VARCOE, VICE PRESIDENT, AMERICAN 
PRESIDENT LINES—Resumed 


Mr. Varcor. I had previously commented on competition and 
covered rather fully and directed most of that competition to the 
Japanese situation in the Pacific. There was one other aspect of com- 
petition. I would like to speak now of the Military Sea Transporta- 
tion Service. 


MILITARY SEA TRANSPORTATION SERVICE 


One other aspect of the competitive picture in the Pacific area which 
causes concern is the rather large fleet of merchant-type ships oper- 
ated by MSTS which, incidentally, on September 30 observed its 
fourth birthd: ay. 

Military Sea Transportation Service during its first 4 years shipped 
from the west coast—California, Oregon, and Was hington—a total, 
roughly, of 32 million measurement tons of cargo excluding petroleum 
products and 3 million passengers. 

Few, if any, would not agree that the military should hold itself 
in readiness at all times to meet every shipping need of the Armed 
Forces, and this they have done well. 

The berth lines, however, are apprehensive over MSTS adhering 
to what we believe to be a policy of a fixed number of fast ships i in their 
own. fleet-—C-type and probably Mariners. If this is true, then cer- 
tainly with any appreciable overall decrease in military tonnage it 
is reasonable to assume an extensive operation of their own ships 
might well adversely affect the amount of cargo support being allo- 
cated the transpacific berth lines. 

On the passenger side, we find week after week military transports 
arrive and depart with civilian pasengere aboard. Included are 
employees of private contractors and their families, Red Cross work- 
ers, civil-service employees of our Government, post-exchange em- 
ployees, employees of foreign governments, etc. Even students from 
foreign lands have been carr ried on these trans sports. 

We hope this committee will keep in mind that the Government 
encroaches on private business when it improperly expands a service 
which is sound in a limited field, and that the present broad authority 
under which the armed services can sponsor miscellaneous private 
persons for travel on military transports will be amended to limit 
such privileges to United States military personnel and their families, 
except, of course, in emergencies or in the absence of a regular pri- 
vately operated passenger service. 
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FREIGHT CONFERENCES 


As is generally known, a steamship freight conference is a voluntary 
association of carriers in the various trades banded together by spe- 
cific rules and regulations quoting to all shippers the same freight 
rate on the same commodity to the same destination. The confer- 
ence system of ratemaking was legalized by the Shipping Act of 
1916. The specific agreements under which the various conferences 
operate must be filed with and approved by the governmental agency 
charged with the administration of section 15 of the Shipping Act 
of 1916. 

The paramount purpose of the conference system is to create and 
maintain stability of freight rates and to assure shippers of frequent, 
regular service sufficient to met requirements of the trade—a condi- 
tion so strongly sought and desired by shippers and carriers alike. 
Under the conference system, shippers are able to accept forward 
freight commitments with assurance their freight rates will not be 
increased on less than reasonable notice of 60 to 90 days. 

Senator Butter. Is it possible under that conference system for a 
carrier to charge less than the rate set by the conference ? 

Mr. Varcor. No. There are regular set rates in the tariff, and each 
line abides by those tariff rates on those commodities. 

Senator Porrrr. That is the actual charge? 

Mr. Varcor. Yes. As an indication of the lines’ belief and confi- 
dence in the conference system, there are presently 39 berth line 
regular members in the 3 outward and 5 homeward conferences in- 
volving transpacific traffic. These operators fly the flags of eight 
nations: Eleven lines are American flag, 8 are Japanese, 8 Norwegian, 
4 Danish, 4 British, 2 Philippine, 1 Dutch, and 1 Swedish flag. 

It is because of the foundation the conference provides that, for- 
tunately, for a considerable number of years now the outbound trans- 
pacific trade has been free of serious nonconference competition. As 
a result there has been general stability of freight rates. In the in- 
bound trades there likewise has existed a generally stabilized rate 
structure. The only exception is the trade from Japan to the United 
States, where since March of this year a full-scale ruinous rate war 
has been in progress. I say ruinous because it is just that. Chaos 
has been the order of the day and rates have dropped from levels of 
roughly $25 and $35 per ton on major moving commodities to unremu- 
nerative levels of $6 and $10, the latter being insufficient to offset even 
stevedoring costs of loading and discharging the cargo—to say noth- 
ing of clerking, coopering, and other terminal costs, leaving no 
revenue whatever to contribute to heavy ship operating costs and 
overhead. 

It goes without saying that high-cost operation does not permit 
competing successfully in the absence of conference control over rate 
levels and other competitive practices which creep in and destroy the 
uniformity and stability which are vitally necessary to the mainte- 
nance of a regular service such as ours. 

We have become accustomed over a period of many, many years to 
rely upon conference agreements and organizations to control these 
matters in international trade. It has been traditional policy for our 
lines to cooperate in these conference agreements and associations with 
the steamship lines of other nations. 
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Wherever and whenever the policy persists for any length of time, 
to foster and protect the lines who prosper through the simple device 
of obtaining traffic on a cut-rate basis, the inevitable result is wreck- 
ing the conference rate structure and bringing about open, uncontrolled 
competition. This is the situation today in one of the trades vitally 
important to the Pacific coast, namely, from Japan to the United 
States. Moreover, the repercussions of that rate war are being felt 
throughout the Far East and threaten other areas as well. 

Senator Magnuson. Is Japan a member of the Pacific Westbound 
Conference ? 

Mr. Varcor. The Japanese lines are, Senator. All of the Japanese 
lines are members of the Japan-Pacific and the Atlantic-Gulf Coast. 

Senator Magnuson. Then you might explain for record how this 
happened. 

Mr. Varcor. There will be a later witness who will explain how it 
was precipitated. 

Senator Magnuson. Despite the fact that they are members? 

Mr. Varcog. Yes. I will cover it briefly if you desire. 

Senator Magnuson. No, 

Mr. Varcor. However, I bring this matter to your attention, gentle- 
men, because basic traditional policies of the United States “which 
were designed to foster conference agreements appear to be in jeop- 
ardy. It is unnecessary to go further into the conference matter as a 
later witness at this hearing intends to cover this question in greater 
detail. Thank you, gentlemen. 

Senator Porrer. I wish to thank you for an excellent statement. 
If there are no questions, we thank you for allowing us to break into 
the middle of your statement for lunch. 

Mr. Varcor. It was indeed a pleasure. 

Senator Magnuson. I assume we are going to hear from the MSTS 
before we are through ? 

Senator Porrer. I do not know whether we will in this series of 
hearings hear or not. 

Senator Magnuson. I think I would like to ask them about the 
statement on page 9, on the type of passengers they have. 

(The following supplementary statement was received for the 
record :) 


SUPPLEMENTARY STATEMENT OF W. K. Varcoe BrroreE SUBCOMMITTEB ON 
SUBSIDIES OF COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, UNITED 
STATES SENATE 


During my testimony on Wednesday, Senator Magnuson asked me to explain 
the reasons for the current rate war in the trade from Japan, Okinawa, and 
Korea to the United States. I was advised then that another witness scheduled 
to appear would go into this matter in detail but I have found that this is not 
the case. Therefore, I have prepared this supplementary statement to attempt 
to answer Senator Magnuson on this important question. 

To explain the rate war it is necessary to understand the rate conference 
system, and the congressional action in the 1916 Shipping Act which set it up. 
This congressional action and intent is on trial in this rate war, and I can’t 
urge too strongly upon this Senate subcommittee the need for clear understanding 
of this problem. The entire future of a large segment of the American merchant 
marine is at stake. 

Rates in foreign trade of all countries are controlled by the shipowners them- 
selves to a great degree, although national governments such as our own have 
superimposed on private control varying degrees of authority, primarily to pre- 
vent abuses which are inherent in the system. The conference system might 
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be described as an armed truce between the member lines to prevent their own 
self-destruction. 

Conferences have a legal right to fix rates by the provisions of the 1916 act. 
This precious exemption from the antitrust laws was given to water lines only 
after exhaustive investigation over a 3-year period, as documented by the House 
Merchant Marine and Fisheries Committee’s so-called Alexander report in 1914, 
Rail lines now have a similar privilege under the law. 

The present controversy is under examination by the Maritime Administration, 
and seems to revolve around the degree, or type, of discipline the ship lines in 
a conference are to be permitted to legally use to guarantee for their lines the 
shippers’ patronage at the going rate. Also at issue is the shipper’s interest. 
The elimination of secret arrangements with competitors, which the conference 
provides as its share of the bargain, stands to go by the boards if the system 
is deprived of its discipline. 

There are two ways to reward a shipper for his patronage. One is a deferred 
rebate, say 10 percent based on gross freights, but this is illegal under the 1916 
act. The other is a dual rate system with the lower rate going to those who use 
conference lines exclusively. This has been used legally since 1916 act was passed. 
Recently, however, the Japan homeward trade, a legal maneuver by the Isbrandt- 
sen Co., put a temporary stop to the dual rate system of shipper discipline in that 
trade. The conference lines found themselves in the untenable position of 
competing with a uniformly lower rate level quoted by this nonconference ship 
line. With no contractual ties upon shipper to make them use conference vessels, 
the inevitable result was a breakdown of the conference and a rate war among 
its members. 

There are two answers to the question as to what caused the current rate war 
in the trade from Japan, Okinawa, and Korea to the Pacific coast of the United 
States. One would be a short statement of the immediate causes which prompted 
the outbreak of the rate war in March of this year. The other answer would 
require an explanation of all the extraordinary developments in this trade since 
the end of the war. Both of these types of answers, if given their full consider- 
ation here, would require much more explanation along economic and legal lines 
than is permitted within the scope of my remarks. I shall, therefore, attempt 
only to develop a few of the factors which appear to me as a traffic man to 
underlie the chaotic situation. I hope and trust that the members of the com- 
mittee will recognize the fundamental threat to the stability of ship operations 
under the American flag which is involved, and conduct further investigations 
into this problem. The real defendant in the current controversy is the intent 
of Congress itself and regardless of the outcome in the courts or in administra- 
tive boards, Congress will sooner or later be called upon to reaffirm its policy in the 
1916 act or make a new one. 

The rate war began last March when the lines which are members of the 
conference abandoned their agreed tariff rates so that they could individually 
meet the competition of one nonconference line in the trade which has refused 
to join the conference and has pursued a persistent policy of charging rates 
under those published in the conference tariff. This kind of outside competition 
is impossible for conference lines to meet so long as they are bound by agreed 
uniform rates, yet have no ties upon shippers to use their services. The non- 
conference line’s rates were 10 percent under the conference rates and auto- 
matically responded to all attempts by the conference lines to meet them. 

A good analogy could be made by comparing the agreed conference rates to 
retail prices fixed under the so-called fair trade laws. We have such a statute in 
California and I understand there are similar laws in about 40 States. If 
under these laws all sellers of a commodity, for example, Ford automobiles, 
were compelled by law to charge the same price for a given model with the 
exception of one seller in each area, it is perfectly obvious what would happen. 
The seller not bound to the fixed price could quote 10 percent under the fixed 
price of his competitors and soon he would sell all or nearly all of the Fords 
in his area. That is exactly the situation in foreign trade when one or more 
of the lines decline to participate in the agreed rates of the conference lines 
and resport to cut rates. 

The conference covering rates homeward to the Pacific coast from Japan 
reluctantly dropped its rates in March 1953 to levels insufficient to cover even 
out-of-pocket costs. They did this in order to realistically cope with the situ- 
ation forced upon them. The real cause for this drastic move, however, goes 
back to the fall of 1949. At that time, a nonconference line filed suit against 
the North Atlantic Continental Freight Conference. The plaintiff was the 
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Isbrandtsen Co., the line which also operates nonconference in the trade from 
Japan. That suit attacked the proposed use of contract rates which would 
bind shippers to conference vessels. While that suit was pending, the members 
of the conference from Japan—at the request of the Maritime Commission— 
voluntarily withheld establishing a similar system. This continued during the 
years 1950, 1951, and until October 1952. 

During this period, the nonconference line in the trade rapidly increased its 
participation at the expense of the conference lines by the simple device of cut- 
ting conference rates 10 percent. 

Finally, the conference gave the Maritime Board 60 days’ advance notice of 
intention to reestablish contract rates and did so on October 15, 1952. The 
Board then demanded that the conference lines cancel the system immediately 
and, 4 days after it had become effective, the conference complied. 

The Maritime Board then placed in effect a new regulation requiring confer- 
ences to give it and the public 30 days’ advance notice of intention to establish 
contract rates. Again, in September 1953, the conference complied and gave 
the Board the required 30 days’ advance notice. This time, on the request of 
the Isbrandtsen Co., the Maritime Board, by formal order, directed the confer- 
ence to hold in abeyance the use of contract rates until the Board’s further order, 
following a hearing to be commenced on November 4, but since postponed. The 
effect of the Board’s order of October 5 is to suspend the proposed contract 
rates indefinitely. 

There are presently 25 liner operators in this trade. Of the 25, 24 have 
joined the conference. It is too much to expect that these 24 lines will volun- 
tarily reestablish a fixed level of rates, knowing as they do that the 25th line 
will resume its regular practice of cutting the conference rates. 

In the present circumstances, it seems entirely unlikely that the rate war can 
be terminated. 

In the period from the enactment of the Shipping Act of 1916 until World 
War II, it was the policy of the United States to encourage conference agree- 
ments and to discourage nonconference rate-cutting practices. It was recog- 
nized by the Federal Government that conference lines require protection 
against rate cutting. Because the deferred rebate system had been outlawed in 
the Shipping Act, the Federal Government fostered the use of the contract system 
for this purpose. 

In the postwar period, however, the policy of the Federal Government seems 
to have changed. The nonconference operator, devoted to rate-cutting practices, 
has assumed the label of “independent” and has acquired the active support of 
at least two important Government agencies, the Department of Justice and the 
Department of Agriculture. The Maritime Board has not yet, in the postwar 
period, condemned nonconference rate-cutting practices. No rules and regula- 
tions have been directed against these practices, but a system of comprehensive 
control over the conference has been inaugurated and is represented by such 
regulations and orders as I have previously alluded to which prevent conferences 
from defending their rate structures against nonconference rate cutting. 

I am compelled to believe that the rate war in the Pacific trade cannot be termi- 
nated until the Federal Government reasserts its prewar policy against non- 
conference rate-cutting practices. It may well be that an intensive investigation 
of this important subject should be made by Congress and, if necessary, the policy 
of the United States with respect to conferences declared clearly in appropriate 
legislation. This would eliminate the current confusion which has invaded all 
conferences with respect to the Governm t’s present policy in this field. 

A clear statement of what the Government’s policy toward conferences is or 
should be is available in the exchange of correspondence between the Chairman 
of the Federal Maritime Board and the General Services Administration regard- 
ing cut rates on Government cargoes. I attach these letters to my statement 
and suggest that they might form the basis of a reaffirmed congressional intent. 


GENERAL Services ADMINISTRATION, 
EMERGENCY PROCUREMENT SERVICE, 
Washington 25, D. 0., November 18, 1952. 
DEPARTMENT OF COMMERCE, 
Federal Maritime Board, Washington 25, D. C. 


GENTLEMEN : Your attention is directed to a situation which recently developed 
with respect to the ocean freight rates applicable on materials for which this 
Service is responsible for ocean transportation. 

A lot of 2,500 tons of aluminum pigs was booked firm with an American-flag 
conference carrier for movement from Shimizu, Japan, to the United States on 
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which conference rates were quoted as $23.75 w/m to the North Atlantic and 
$20.75 to the Pacific coast. Subsequently, a nonconference American-flag opera- 
tor solicited this freight quoting rates of $19 and $17, respectively, between the 
ports involved. 

Another instance of this disparity is indicated in the movement of cotton piece 
goods from the United States North Atlantic to Formosa in which the conference 
tariffs publish a rate of $55 per ton w/m and this same independent operator 
quotes specific rate of $32 loading out of Norfolk. 

These disparities between conference and nonconference lines cause consider- 
able difficulty in our efforts to properly administer the transportation needs of 
this service and it would therefore be appreciated if you would investigate this 
situation, particularly since both lines are American operators. 

Your advice will be of great assistance in formulating the transportation policy 
of this service. 

Very truly yours, 
J. EB. SALIsBury, 
Director, Storage and Transportation Division. 


Declassified by J. E. Salisbury by letter dated May 14, 1953, to Office of Secre- 
tary, Federal Maritime Board. 


Fesruary 5, 1953. 
Mr. J. E. SALISBURY, 
Director, Storage and Transportation Division, 
General Services Administration, Washington 25, D. C. 

Dear Str: Reference is made to your letter of November 18, 1952 (your ref- 
erence EST), relative to disparity in the rates between conference and non- 
conference lines, all under the United States flag, and the difficulties this had 
caused you in endeavoring to administer the transportation needs of the General 
Services Administration. This has had our careful consideration and review. 

We can well understand the difficulty with which you are confronted in your 
desire to support the American merchant marine and at the same time provide 
for the transportation needs of the General Services Administration in the most 
economical manner, when a situation such as you have described develops. We 
hope that the following remarks will be of assistance. 

In the Japanese trade of which you speak there is one American-flag operator 
who regularly underquotes the conference rates. On the other hand, there are 
five American-flag members of the conference. At this point we feel that we 
should point out that conferences in themselves are in the nature of an armed 
truce under which lines of varying nationalities and interests have bound them- 
selves together tO prevent self-destruction. Little progress toward development 
can be expected when all of a carrier’s energies and resources are devoted to a 
fight for survival. Nearly 20 years ago the Department of Commerce referred 
to the various legislative acts which had been passed for the purpose of develop- 
ing an adequate United States merchant marine and observed “The ends sought 
by this legislation cannot be achieved and this policy will be defeated unless 
destructive methods of competition can be prevented.” (1USSB B 497) 

A strong conference system is virtually the only preventive means that has 
been developed thus far. We cite this to give some idea of the value which 
the United States merchant marine has derived from steamship conferences 
and it should be noted that out of some 32 United States flag lines operating 
in the foreign trade of the United States, 30 operate as members of 1 or more 
steamship conferences. The Board exercises supervisory control over the rates 
and practices of these conferences and in this connection attention is directed 
to the fact that the Board has the power under section 15 of the Shipping Act, 
1916, to disapprove or cancel an agreement which it finds to operate to the 
detriment of the commerce of the United States in Docket No. 153, Hdmond 
Weil, Inc. v. Italian Line “Italia,’ the Department of Commerce (one of the 
predecessors of the Federal Maritime Board) declared “An unreasonably high 
rate is clearly detrimental to the commerce of the United States and upon a 
showing that a conference rate in foreign commerce is unreasonably high the 
Department will require its reduction to a proper level.” This pronouncement 


coupled with a continuing supervision by the Board plus the member lines own 
self-interest all combine to assure that rates established by conference action 
will be reasonable and we know of no conference subject to our jurisdiction 
which is charging rates which are not reasonable, 
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No similar control exists over the rates of nonconference carriers, The fact 
that a nonconference carrier may establish rates which are different from the 
conference rates does not in itself establish either category or rates as unrea- 
sonable. The courts have recognized that there is what may be termed a zone 
of reasonableness and rates for various carriers in the same trade may differ 
but they may all still be reasonable if they fall within this zone. We think 
it would be your duty to pay only a reasonable rate but that you are not bound 
nor is it in the public interest to make the cheapness of the rate the sole cri- 
terion for determining the routing of traffic. There are other factors which 
we feel should rightfully be considered. Among these would be (1) the ability 
of the ship to meet your transportation requirements, including its sailing date, 
ports of call for loading and discharge, route to be followed, and time in transit; 
(2) the general need for stability as to rates and services which is deemed 
helpful to the conduct and development of trade; and (3) the overall welfare of 
the American merchant marine. We are sure you have been giving considera- 
tion to these factors. In particular we believe that you have endeavored to use 
American-flag services to the greatest extent practicable. This is sound public 
policy as it is not logical to assume that this Nation’s need for a merchant 
marine is so great as to warrant the passage of special laws and the creation 
of a special agency to foster its development without expecting that other 
agencies of the Government will also lend their support in furthering its 
development. 

As we have previously pointed out there are five United States flag lines 
which are members of the Japan-Atlantiec and Gulf Freight Conference and 
as such charge conference rates, There is one United States-flag carrier which 
undercuts the conference rates. But this carrier can cut conference rates only 
as long as there is a conference. If the five other United States flag lines in 
this trade who are conference members were to seek to place themselves in 
the same category as the one nonmember, the conference would certainly col- 
lapse. A rate war would be disastrous alike to commerce and our merchant 
marine, 

It is only possible for a minority to operate on a cut rate basis and therefore 
only a limited number of United States flag carriers can so operate while the 
majority of the United States flag sailings must be at conference rates or rate 
chaos will follow. It is in the interest of trade and our merchant marine for 
these United States flag carriers to continue as conference members but it 
would certainly handicap these carriers if this action on their part were to 
entail a loss in their participation in the transportation of GSA cargoes. 

All United States flag carriers in this trade are deemed to be important to 
the United States merchant marine. We venture to suggest therefore that, 
as long as the rates of these United States flag carriers fall within the recog- 
nized zone of reasonableness, you distribute your carryings as equitably among 
all of them subject naturally to their ability to meet your transportation needs. 

If you so desire we will be very glad to arrange a meeting with you at which 
we can go into these matters at greater length. 

Very truly yours, 
A. W. GAaTovy, 
Maritime Administrator. 


Declassified May 15, 1953, by A. J. Williams Secretary, FMB, as a result of 
declassification of letter of November 18, 1952, by Mr. Salisbury in his letter 
May 14, 1953. 

Senator Potrer. We will try to work them in. 

Senator Macanuson. Is there a representative of the MSTS here? 


STATEMENT OF REAR ADM. H. L. COLLINS, COMMANDER, MILITARY 
SEA TRANSPORTATION SERVICE, PACIFIC 


Admiral Corxis. I represent MSTS, but I have no authority to 
talk. 

Senator Macenuson. I did not want you to talk, but with the chair- 
man’s permission I think we would like to have someone here who has 
authority to talk. We would like to ask him some questions. 








732 MERCHANT MARINE STUDIES 


Senator Porrer. Would you make contact with your officer to see 
if somebody can represent MSTS on Friday ? 

Admiral Cotiains. I will. Someone would have to come from Wash- 
ington, because they decide their policy there. 

Senator Potrer. You have no one here who can speak for them ? 

Admiral Cours. No, sir. 

Senator Porrer. If they are in Washington, we can talk with them 
there. We have talked with them. Will that be all right, Senator 
Magnuson ? 

Senator Magnuson. It isn’t all right—— 


STATEMENT OF PAUL NIEDERMAN, OFFICE OF COUNSEL, MILITARY 
SEA TRANSPORTATION SERVICE 


Mr. NreperMaNn. I am here in the capacity of an observer only. To 
get the statistics I would have to get them from Washington, anyway. 
Could I get them from the MSTS and furnish them to the committee 
by written memorandum ? 

Senator Magnuson. With the chairman’s permission, I would like 
to have the MSTS tell us about the type of passengers they are 
carrying. 

Mr. Nreperman. As I say, I do not have the statistics here, nor the 
breakdowns. I would have to get them from Washington. If I might 
have the opportunity to submit it in a written memorandum, I would 
appreciate it. 

Senator Porrer. Why don’t you call Washington and get the in- 
formation that the Senator has requested and submit it while we are 
here? I think it would be desirable while we are here. 

Mr. NrepvermaNn. I will do that. Is there any other statistic that 
you would like at the same time ? 

Senator Maenuson. Did they send you all the way from Washing- 
ton with no authority-—— 

Mr. Nreperman. This happened to coincide with my visit to San 
Francisco. 

Admiral Cottrns. May Iexplain? I received a call from San Fran- 
cisco to attend these meetings. Mr. Niederman, who is counsel, has 
been in my office on a problem unrelated to this committee. As such, he 
was asked to attend. 

Mr. NrepeRMAN. May I say for the record that I have been here 24% 
weeks, including a visit to Seattle. 

Admiral Cotx1ns. I will get the information you want. But I feel 
that if it came from MSTS in Washington it would have more 
authority. 

Senator Porrer. If you could contact them so that they can give us a 
statement as to the question the Senator asked, so that we could 
have it before the hearings conclude on Friday, we would appre- 
ciate it. 

Senator Magnuson. I know we can get more details probably in 
Washington, but I would like to have, if they can do it, an answer 
now. Mr. Varcoe says in his statement that vaguely there is a policy 
of a fixed number of fast ships. Is that correct or not? 

And then they also mention that probably you fellows are going 
to get in with the Mariners. I would like an answer to that. And 
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then the question of the type of civilian passengers you have been 
carrying. 

And then whether or not you are cognizant of a law which has 
just been passed that if other passage or other space is available you 
will use a private merchant marine. 

Senator Porrer. Do you have a copy of Mr. Varcoe’s statement ? 

Admiral Cotxrys. Yes. 

Senator Porrer. Mr. Sevier is the president of the Matson Navi- 
gation Co. We are pleased to have you with us. We are looking 
forward to hearing your statement. 


STATEMENT OF RANDOLPH SEVIER, PRESIDENT, MATSON 
NAVIGATION CO. 


Mr. Sevier. Thank you, Senator Potter. My name is Randolph 
Sevier. I am president of Matson Navigation Co., whose headquar- 
ters are here in San Francisco. 

Matson’s field of operation is between the three mainland coasts 
and the Hawaiian Islands, a noncontiguous sector of the domestic 
trades. 

The problems of domestic shipping are not new. They were build- 
ing toward a climax from the early 1930’s. The World War II years 
delayed ashowdown. The postwar years have intensified them. They 
are now acute. 

Two factors are paramount: (1) The tremendous increases in the 
cost of vessel operation, cargo handling, and replacement; (2) inade- 
quate revenues from postwar freight rates. 

As a result, profits are insufficient either to permit accumulation 
of capital from earnings or to attract new risk capital for vessel 
replacement. 

Preceding witnesses have explored the broad elements of shipping 
operations under American registry. I shall direct my remarks to 
a specific accounting of the impact of the problems on one steamship 
company and the area it serves—Matson and the Hawaiian Islands. 

The foundation for the enterprise that is Matson Lines today was 
laid down more than 70 years ago when Capt. William Matson sailed 
his first vessel to Hawaii. Since that time, the company has had 
one reason for being—to provide an insular community with a life- 
line for transportation and communication. 

To fill the Territory’s shipping needs, Matson operates today a fleet 
of 15 C-3 class freighters, 3 Libertys, and the passenger liner Lurline 
over almost 15,000 miles of ocean routes that radiate from Hawaii. 

Fast, frequent, and regular service is the keynote of this one-destina- 
tion program—a program which is under constant analysis and 
adjustment. 

Week in and week out, these ships operate on regular schedules to 
maintain a sailing a week from San Francisco and Los Angeles * * * 
a sailing every 2 weeks from the Pacific Northwest * * * and in a 
joint service with another carrier, 1 every 10 days from the Gulf and 
Atlantic range. 

This fleet, and the services it maintains, gives weighted considera- 
tion to the characteristics of the commerce from the mainland, and, 
similarly, to the nature of the commodities from the Territory. Ha- 














73 t MERCHANT MARINE STUDIES 


waii, the crossroads of the Pacific and the base for commercial develop- 
ment throughout that vast area, is one of the top markets for 
mainland industry. 

It should be recognized that the economy of Hawaii, and perhaps 
to a lesser degree, Alaska and Puerto Rico, is, in truth, an extension 
of the mainland economy. In the conduct of their business, they are 
geared to the production and distribution pattern that prevails in 
the continental market. Their conditions of employment and stand- 
ards of living are high. They must follow the same business prac- 
tices in order to survive. To accomplish these things and to sustain 
half a million people, the islands must have frequent and regular 
service by ocean-going vessels adapted to the particular needs of the 
area, 

No alternative methods of surface transport can be utilized. In 
the continental United States there is a vast transportation network 
which has received substantial aid in its development. If a highway 
connected Hawaii with the mainland, there would be little question 
as to the source of money if new sections had to be built. Hawaii has 
no connecting highway for its interstate commerce. Hawaii has only 
a bridge of ships- -ships which operate without Government aid. 

Unless the ships maintained in these services can be operated on a 
profitable basis and at a reasonable rate level, the communities which 
they serve will not be able to preserve, much less improve, their pres- 
ent standard of living. 

Ships of inferior speed and design, obsolescent or wornout from 
other use, cannot be employ ed w ithout running the high risk of under- 
mining the social-economic structure of the islands. Yet the where- 
withal to build and maintain replacement tonnage, to develop new 
techniques in cargo handling and operation must, under existing con- 
ditions, come from the revenues derived from the ‘trade. 

To sustain depth and scope of service for Hawaii, two operational 
requisites are (1) diversity in equipment and (2) diversity in its use. 
The company goes to considerable lengths to meet both. 

Since war-built ships were designed for auxiliary military service 
and not for a particular trade, it was necessary for Matson to buy the 
best types available and spend additional millions adapting them for 
their most efficient and economic use. 

This adaptation or readaptation of equipment to meet the chang- 
ing needs of the Hawaiian trade is a continuing thing. Recently, new 
types of wider-range refrigeration were installed to accommodate the 

carriage of a larger variety of perishables, while currently, modifi- 
cation of certain shipboard equipment is being made for the transport 
of aqua ammonia in deep tanks. 

These are but two examples of the multiple, specialized kinds of 
component services evolved over the years. They are possible only 
because the principal carrier, Matson, has applied with diligence for 
the support of shippers and consignees to maintain two-way volume 
in the trade. It could not be accomplished economically otherwise, 
because Matson, like every other domestic carrier, must obtain a 
high use factor for successful operation. The high requirements from 

cargo, revenuewise per voyage, make Matson vulnerable to forces 
which might reduce available tonnage below the level of reasonable 
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Cargoes to Hawaii depend on the purchasing power of the islands 
in terms of dollars available for spending on the mainland. The 
Hawaiian trade has stabilized and leveled off at about 1947 levels. 
Additionally, the island population is on the decline. ‘The uncertainty 
of the present rate of Government expenditures for military and other 
purposes in Hawaii likewise induces a considerable degree of uncer- 
tainty for the future. 

Another significant item is that cargoes inbound from Hawaii 
ee largely of sugar and pineapple, and both continuously face 

growing ¢ -ompetition from other — ing areas in the same markets. 

Hawaii is buying fewer motor cars, less lumber, tinplate, and steel. 
The postwar shortage of pliattueion, public utility, and other pro- 
ductive equipment no longer prevails, so it is reasonable to say that 
the demand for capital equipment now is dictated more by replace- 
ment than expansion needs. The islands’ agricultural exports are 
also on a plateau, graphically speaking, largely due to the limitations 
on land available for agricultural endeavor. 

In summary, it may be stated that in the foreseeable future, Hawaii 
cannot expect an expansion in purchasing power nor in the volume 
of its trade. In terms of this company, it means that the services 
provided are adequate for immediate and short-range needs of the 
area and that commodity tonnage will remain fairly constant. 

We have examined island economic factors which preclude a growth 
in business. Now, let us look at another of the forces applying upon 
this company—the cost of doing business. 

Senator Magnuson. Do you have any plans for low-cost passenger 
transportation to the islands? 

Mr. Sevrer. I don’t know if there is such a thing. If we thought 

possible, we certainly would be in that business today. We have 
explored the market—— 

Senator Magnuson. Types of ships would not be the thing 

Mr. Sevier. Of low-cost tonnage. There is simply nothing, nothing 
that we have encountered or located that is available that would be 
suitable. 

New construction is, I believe, quite out of the question because the 
revenue simply isn’t there to provide the 

Senator Magnuson. Do you think that would offer a new field of 
increase of volume in Hawaii, passenger trade, if it were possible at a 
reasonable cost to have the type of ship that would insure sort of a 
tourist price for a lot of people that of course want to go to Hawaii, 
who cannot afford the Zurline or can’t get on? 

Mr. Sevier. We know that is a problem. 

Senator Magnuson. I don’t know your business, but it seems to 
me that if you people could achieve some low-cost tourist transporta- 
tion you would enlarge your business. I appreciate it takes a type of 
ship. Isn’t the old Aleutian from the Alaskan run going to attempt it 4 

Mr. Sevier. That starts service later in the year. 

Senator Maenuson. We hope they don’t go broke. It will help 
everybody. 

Mr. Sevier. I think it would be a fine thing. However, there is a 
ship that is not new. 

Senator Macnuson. It is very old. 

















736 MERCHANT MARINE STUDIES 


Mr. Sevier. I think probably the answer to any low-cost transpor- 
tation would of necessity require new construction, and that just isn’t 
cheap. 

Senator Magnuson. Doesn’t it all point up the fact that in order to 
do these things, which I know amid be desirable to many thousands 
of people that can’t afford the passage now, who would like to go and 
have more time for recreation, that the whole problem we are discuss- 
ing here is the shipbuilding and the encouraging of the types of ships 
that could do this job for the American people ? 

Mr. Sevier. That is right. Later in my statement I touch on the 
question of passenger service and the problem that is entailed in 
rendering the service. 

The biggest single expense item under this heading is labor—both 
seagoing and shoreside. In the postwar years the industry as a whole 
has been subjected to numerous upward adjustments in basic wages 
and in the so-called fringe benefits of welfare programs and pension 
plans, with the end result that the maritime crafts today are among 
the highest paid in the country. There was a time when the marine 
trades admittedly were underpaid, but that condition no longer 
exists. 

How much labor charges have advanced is not fully realized outside 
the industry ; sometimes, not even within it. A recent survey brought 
out that from the autumn of 1945 through the fall of 1952, the increase 
in average monthly earnings of American seamen nearly doubled 
similar earnings of workers in manufacturing and in building con- 
struction. It was more than double that of earnings in shipyard 
work and railroading. Seamen’s earnings were slightly below those 
of steel and automobile workers in 1945, according to the same study, 
but, by last autumn, they were 19-percent higher than earnings in steel 
and 21 higher than those in auto manufacturing. 

For every 1-percent increase in the national cost of living the 
seamen’s earnings rose nearly 3 percent. The pattern of other mari- 
time crafts was-no different. 

Unfortunately, with this advance in worker earnings we have not 
purchased stability. We have no quarrel with what is past. We do 
not begrudge maritime labor the high standard of living it has at- 
tained. We do regret that our efforts have not solved the problems 
of production and industrial relations in our industry. 

Without attempting to assess responsibility, the strikes and fre- 
quent work interruptions, whether economic or of a jurisdictional na- 
ture, have been costly from the viewpoint of (@) revenue losses and 
(6) the undermining of public confidence on the reliability of service. 

If costs to domestic operators continue to rise, these questions come 
to mind: Do we raise freight rates? Do we reduce the quality of 
service in order to keep cost factors in line? Or do we go out of busi- 
ness? 

In its relationship with the Hawaiian Islands, Matson is reluctant 
to do either of the first two and certainly does not contemplate the 
latter. 

We feel that we have a historic obligation to the Territory to pro- 
vide full scope of integrated shipping service at the lowest possible 
charge. The company is deeply aware of the impact transportation 
charges can and do have upon this or any other insular community. 

Revenues in the postwar period have not kept up with increased 
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operating costs. In a regulated industry, such as domestic water 
transportation, the timelag in adjusting rates to higher costs has 
depressed earnings. Seldom is it possible or desirable to recoup the 
entire burden of higher operating costs through the medium of higher 
freight rates. 

The result is a restriction on earnings, which in turn makes the 
problem of fleet replacement a difficult one. 

According to Maritime Administration figures for the Mariner-class 
freighters, 1t would cost Matson $136 million to replace the World War 
II built fleet. Ships are expensive to acquire and maintain. Even 
the surplus tonnage sold by the Government at reduced prices set by 
Congress was not cheap. Built essentially for auxiliary military use, 
these ships had to be adapted and converted for commercial employ- 
ment. This work cost Matson $8 million in addition to the $21 million 
acquisition cost. 

Aside from the difficulty of obtaining capital to finance new vessels, 
the depreciation and carrying charges on such a fleet, estimated at 
$10,200,000 a year, would most certainly be reflected in higher freight 
charges. 

Senator Butter. Would you comment at that point on the effect of 
the recent legislation in connection with ship mortgages, and tell us 
whether you think it is workable? 

Senator Porrer. Private financing. 

Senator Burier. Have you studied that law? 

Mr, Sevier. I haven’t studied it intimately, Senator. That doesn’t 
address itself to the problem of replacement because you still have 
the full shipyard cost to bear in the noncontiguous or any domestic 
trade. You borrow your money from private capital instead of the 
Government. I don’t believe it answers the problem we have. 

Senator Burier. An amendment in the law as far as a ship built 
to your requirements would in some large measure answer your 
problem ? 

Mr. Sevier. That would require enabling legislation. Obviously, 
there is no existing law to cover that. 

Senator Burier. With that, in connection with the ship-mortgage 
law, you may be able to get some new vessels. 

Mr. Sevier. I am sure that would solve the problem of replacement. 
when that time comes. 

A question I cannot answer—how can expenditures of this magni- 
tude for ships in domestic use be financed ? 

Up to this point no mention has been made of our passenger opera- 
tion with the liner Lurline whose 29 scheduled round trip voyages each 
year contribute materially to the islands’ third industry, the tourist 
trade, and to the prestige of the American merchant marine. It is 
estimated that over 39,000 passengers will be transported in 1953. 

Operation of the Zurline is unique in that she is the only American 
passenger liner in service without subsidy of any kind, and it is re- 
markable that despite increasing air competition—subsidized air com- 
petition, I might add—her per voyage load factor has grown steadily 
in the last 3 years. 

Because of the extremely high outlay for designing, building, and 
operating a liner the replacement of a passenger-carrying vessel today 
presents an even more acute problem. Existing maritime laws do not 
extend construction assistance in domestic or noncontiguous trade, 


86174—54—pt. 2 5 











738 MERCHANT MARINE STUDIES 


whereas such assistance is available under certain conditions to vessels 
in foreign commerce. 

Although the Lurline has reached near capacity on an annual basis, 
returns from this operation are not sufficient to attract investment 
money for replacement. If this vessel should be retired without re- 
placement, the Territory would lose a substantial contributor to its 
economic welfare and the Nation would lose a valuable adjunct to its 
national defense and economy. 

There are other aspects of trade with noncontiguous areas that 
should not be overlooked. 

It is frequently assumed that since the noncontiguous trades fall 
within the domain of domestic service they are “protected”—therefore, 
exempt from competition. This protection, however, is limited. 

Carriers actually do encounter foreign competition from foreign 
byway service and from United States subsidized vessels calling at 
noncontiguous ports en route to other destinations. Extension of this 
type of competition can only lead to a dilution of traffic volume and, 
in consequence, carriers confined to the noncontiguous trade would be 
faced with extinction. 

There are two inescapable conclusions. 

One is that urgent need exists for concentrated attention by the 
Government on domestic shipping problems whose gravity cannot be 
overstressed. 

One line of inquiry must be the possible extension of assistance to 
private operators in the construction of replacement tonnage for do- 
mestic and noncontiguous use. This requires special and specific en- 
abling legislation so that assistance on the building of ships for non- 
contiguous operation becomes a part of the national policy for the 
merchant marine. 

It seems likewise imperative that technological improvements in 
commercial vessel design and structure, in speed and motive power, 
in cargo handling, be developed and utilized if the inherent advan- 
tages of water transportation are to be preserved. 

The bulk of the present American merchant fleet comprises war- 
built ships that were designed to give primary consideration to the 
military’s transport requirements. Even the postwar mariners fall 
in this class. But if the merchant fleet is to survive as private enter- 
prise, there is need to concentrate attention upon the commercial re- 
quirements as our foreign competitors have been doing. And this 
means that radical changes must be made to result in specific ships for 
particular purposes and in new methods of cargo handling. The basic 
research remains to be done so as to produce new hull types for pack- 
aged carriers that will bring forth new loading gear, and that will 
advance procedures to cut. down port time. 

This is a vast undertaking conte far beyond the means of any one 
company or trade. It has wide ramifications for private enterprise 
as well as for the military. It is therefore a program which only the 
Government can initiate and sponsor. 

Such a program can be successfully undertaken and successfully 
accomplished only with the full and active support. of the Federal 
Government, so that, through an appropriate department of the Gov- 
ernment, (1) industry is given access to the extensive research into 
logistics and related activities now being conducted by the military, 
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and (2) that where such efforts have a counterpart in commercial 
operations they be coordinated and intensified. 

Other elements of the national economy already have similar work- 
ing arrangements of mutual benefit such as those entailing the re- 
search and experimentation of the Department of Agriculture and 
of the Civil Aeronautics Administration. Extension of similar pro- 
gramming to the maritime industry is a natural development. 

Gentlemen, this is the situation as we see and analyze it in the 
Hawaiian sector of the noncontiguous trades. I would like to close 
this report to the committee with the assurance that Matson manage- 
ment, while fully aware of the magnitude of these problems, is not 
dismayed by their complexity and that it is working constructively 
and positively on them. Whenever the committee begins deliberations 
on proposed legislative actions, it can count on our fullest cooperation. 
Aggressive management and inspired legislative leadership, we are 
confident, will find the answers needed for a satisfactory solution. 

If I can amplify statements or answer additional questions, I am 
at the committee’s disposal. 

Senator Porrrer. I wish to thank you kindly for an excellent state- 
ment, Mr. Sevier. Are there any questions, Senator Butler? 

Senator Magnuson. We wish to thank you, Mr. Sevier. 

Mr. Sinclair, president and general manager of the Luckenbach 
Steamship Co., is our next witness. Mr. Sinclair, we are delighted to 
have you with us. 


STATEMENT OF JAMES SINCLAIR, PRESIDENT AND GENERAL 
MANAGER, LUCKENBACH STEAMSHIP CO., INC. 


Mr. Stncuatr. Thank you, sir. My name is James Sinclair. I 
think I should at this point tell the chairman that he is not alone in 
his tie between Michigan and the ocean. My mother and I were 
both born in Grand Haven, Mich. 

Senator Porrrer. That is one of our port towns. 

Mr. Srncuatr. And my father, who came from Scotland, started 
his American shipping career at Grand Haven. Both my parents and 
grandparents on my mother’s side are now buried in Grand Haven. 

Senator Porrer. We are pretty proud of our State. As a matter 
of fact, as I said this noon, Michigan is normally classified as an in- 
land State, due to the fact that we have the Great Lakes and Great 
Lakes’ shipping; while the problems are entirely different from the 
problems that you face with the salt water, it does give us a little in- 
sight into many of the maritime problems. 

We are a little more shipping conscious, I think, in Michigan than 
they would be in some of the other States. 

Mr. Sincrarr. I thought you would like to know you are not alone. 
I am president and general manager of Luckenbach Pea Co., 
Inc. Our head office is located at 120 Wall Street, New York City. 
We also have in respect of our intercoastal operation offices at Brook- 
lyn, he Newark, Boston, Philadelphia, Los Angeles, Terminal 
Island, San Francisco, Stockton, Portland, and Seattle; also inland 
solic itation offices at Chicago, Pittsburgh, and Buffalo. Our principal 
office on the Pacific coast is located at 100 Bush Street, San Francisco. 

Luckenbach has long been engaged in intercoastal trade, and its 
history will give you the picture of intercoastal operations and the 
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importance of such operations to the matter of defense. It will also 
show why continuance of these operations is in jeopardy. Years be- 
fore the Panama Canal was opened Luckenbach established a record 
transit of 106 days from New York to Portland, Oreg., around Cape 
Horn, with its iron-hulled clipper ship 7%dlie 2. Starbuck. <A fine 
model of this sailing ship is on display at the San Francisco Maritime 
Museum at the foot of Polk Street. 

Senator Butter. Where was she built—in Baltimore? 

Senator Porrer. We charge for commercials. 

Mr. Srncriarr. She may have been built in Maine. In 1908, still 
before the Panama Canal opening, the Luckenbach fleet was divided 
between Atlantic and Pacific coasts and intercoastal cargo was han- 
dled by transshipment across the isthmus with great saving in total 
transit time. 

The Panama Canal opened in 1914 and a Luckenbach vessel, the 
steamship Pliades, made the first commercial transit from the Pacific 
to the Atlantic. We hear a lot these days from the railroads, directly 
and indirectly, urging greater payments to the Government by com- 
peting forms of transport for use of Government facilities or for 
alleged benefits derived from improvements. These are called user 
charges. These good friends, having succeeded in burying their land 
grants, are now seeking to have all Government expenditures on har- 
bors and waterways recovered from the water carriers notwithstand- 
ing the benefits resulting from these facilities to the railroads in 
particular and the general public, including its defense. 

One might get the impression that we get a free ride. Not only are 
our terminals very costly but we pay for the use of the Panama Canal, 
by ships in our weekly service, about $750,000 per year. (A C-3 type 
vessel pays about $7,500 for each transit.) This does not include 
cost of delays which are frequent and serious both financial and sched- 
ulewise. There is no priority except to military vessels and pas- 
senger vessels, including combination freight and passenger type, 
and we stand in line with the irregular and other regular operators 
while the canal is worked less than 24 hoursaday. It should be noted 
that all of our vessels are equipped with radar. They could transit 
the canal without difficulty. We have sailings in excess of weekly 
and will probably pay the canal this year about $1 million. Lucken- 
bach paid the canal from 1921 throuch 1952. excluding the years 1942 
through June 1947, approximately $21,500,000. 

This is a heavy burden for an intercoastal operation which, for 
this full period, was unprofitable. It is now suggested that tolls be 
increased and justification is sought through fancy bookkeeping. If 
you desire an adequate merchant marine in active operation and feel 
that intercoastal operation has been and must be a contributing factor, 
do not let this happen—rather try to find justification for a reduction 
as an assist to providing ready vessels for defense. 

The opening of the Panama Canal hailed the dawn of a new era in 
the intercoastal trade and Luckenbach, notwithstanding the efforts 
of the railroads to make the service unprofitable by use of fourth 
section (ICC) relief, placed orders in American shipyards for 13 
new-type vessels with greater speed and better compartmentation and 
cargo-handling gear than any other freight vessels then in operation. 
Many of their features were copied into the C-3 type vessels con- 
structed 30 years later. These 13 vessels had a deadweight capacity 
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of 158,509 tons. One was built at Newport News, 1 at Seattle, 4 at 
Chester, Pa., and 7 at Quincy, Mass. Two were delivered in 1916, 
2 in 1917, 3 in 1918, and 6 in 1919. The Government stepped in in 
1917 and these vessels and others owned by the company saw war 
service. Those remaining returned to the intercoastal trade in 1921 
and along with others purchased after the war, which built our fleet 
up to 23 vessels of about 260,000 deadweight tons, continued in this 
operation and some outside chartering until 10 of them participated 
in the successful effort to save Egypt and the Suez Canal. This 
action was followed closely by general requisition and the vessels, 
therefore, were not available for intercoastal service, but made a sub- 
stantial contribution to our World War II effort. 

I might say here that one of these vessels, the Andrew F. Lucken- 
bach, was sunk by war action, and carried the largest cargo of lumber 
ever carried by a vessel. It was loaded at the Columbia River and 
measured 8,910,938 net feet board measurement. 

Her sister ship, the Lewis Luckenbach, was converted into a hospital 
ship; also, the Dorothy Luckenbach was a part of our early con- 
struction program. 

In connection with that lumber cargo, there are some interesting 
facts. I looked them up today. The stevedoring costs for loading 
that lumber averaged $1.08 per thousand feet board measure; toduy 
it costs us about $4.50 per thousand. The freight rate—this was in 
June 1937—was $14 a ton, and today it is $31 aton. But the produc- 
tion which was then about 22,000 to 25,000 feet per hour is now about 
10,000 feet. 

So between the increases in cost and the lowering of production, 
the increase in freight rate has fallen far short of bringing the net 
we had in 1937. 

Shipbuilding costs had greatly increased and replacement of the 
vessels was impossible, especially without construction-subsidy assist- 
ance. We were finally recognized as entitled to buy C-type war- 
built ships but, notwithstanding the superior type of our prewar fleet, 
we were not given any “ready” ships—these went to operators in 
foreign trade—but were forced to take military vessels requiring re- 
conversion, and on 8 of the 16 we purchased we were not permitted 
to get them under the original terms of the Ship Sales Act but had to 
also put up the cash for reconversion. The reconversion costs, to 
the extent allowed, and this is still subject to controversy and may 
wind up in court, will be credited as a payment on the mortgage. 

Our investment in this respect is about $23,000,000 and our cash 
equity about $17,000,000. It appears that depreciation, when earned, 
will be a major source of revenue for payment of the balance of the 
notes. 

The Maritime Commission decided in 1945 to assist in rehabilita- 
tion of the intercoastal service at least until the operators were able 
to replace their tools. They assigned vessels under general agency 
agreements pro rata to prewar operators, based on prewar operation, 
with a maximum of 50 percent. The operators applied themselves 
to the task but were not able to prevent serious losses. 

The Government decided in 1947 to withdraw from the operation 
but, until the operators obtained their vessels, agreed to charter ves- 
sels to the operators on a bareboat basis. The operators, realizing 
it would be a few years before they could overcome the losses, requested 
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a reduced rate of charter hire from regular 15-percent basis to 5 per- 
cent with the provision that the Government would be paid out of 
profits, to the extent earned, the difference up to 15 percent and 
participation in excess profits as provided in the Government charters 
in foreign trade. The Commission granted 814 instead of 5 percent 
rating. The rate was excessive under the circumstances. When the 
contract was presented to the operators it did not clearly set forth 
that the charterer would not be considered to have earned profits until 
he had first reimbursed himself for minimum charter hire paid dur- 
ing the anticipated loss period. The operators insisted it be clarified 
by insertion of the word “cumulative” as in the foreign-trade charters. 
‘The contracts remained unsigned while the lawyers tried to argue for 
the Government that exchange of telegrams in 1947 could be inter- 
preted against the charterers. Some said in later explanation that 
they were simply trying to make a good deal for the Government. We 
finally proved to the satisfaction of the Commission at open hearing, 
by presentation of the whole record and argument, the ae under 
the circumstances, of their position and the contract was changed and 
again presented for signature. It was signed by all operators. 
Shortly thereafter the Maritime Commission, which was not working 
very well as a team, became the whipping boy and one of the things for 
which they were criticized by the Comptroller General was their hav- 
ing corrected the aforesaid contract; which, mind you, had not until 
corrected been accepted by the operators. Congressman Hardy’s 
committee picked this complaint up with the others and, although 
they did not reply to my request for an opportunity to be heard and 
refused to hear my representative who requested permission at one 
of the hearings, denounced the contract. 

Thereafter without our day in court, and notwithstanding the signed 
contract, we and other operators who had participated in this reha- 
bilitation effort. were advised that although our overall losses exceeded 
our profits, and we had not earned the charter hire paid, the Comp- 
troller General had ruled that we must ignore the losses made during 
the first period of the charter prior to decision of the Commission 
and to pay additional charter hire on subsequent profits. This, of 
course, we refused to do. Then, instead of suing us, all Government 
offices were instructed to offset against the alleged amount all moneys 
payable to us for other services, including freight moneys earned on 
intercoastal shipments of the Navy. We, therefore, have sued the 
Government for recovery of these misappropriated moneys. 

We have another suit pending against the Government for attempt 
to take from us moneys earned under Red Sea charter with the 
British Ministry of Shipping, which moneys are part of our invest- 
ment in ships purchased. 

I mention these trials and tribulations to show you that, notwith- 
standing all the fine declarations, the intercoastal operators have 
been harshly treated by the Government and that there should be a 
change before it is too late. This treatment is in sharp contrast to 
the generosity which the Government extended to the railroads when 
requisition—they were not requisitioned in World War I1—was lifted 
after World War I. The Government gave them a limited guaranty 
against future operating losses, which cost the Government $536,- 
000,000. That is set forth in ICC volume I, page 169. 
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Well, here we are today not yet completely rehabilitated and unable 
as yet to successfully employ all of our 16 vessels in the trade. Success- 
ful operation in the intercoastal trade is, in my opinion, possible but 
only if all participants pull together. Labor is not holding up its 
end either ashore or afloat. Many of the labor leaders realize this 
but find it impossible to treat individually with the problems of the 
domestic carriers or to separate them from the foreign-trade pattern 
where the Government gives to most carriers, and shortly must to 
others if they are to survive, substantial assistance in meeting the 
labor costs afloat. Not only do we get no assistance in this respect 
but we must on this basis pay wages and fringe benefits which bring 
these costs higher than our competitors. There is no assistance to 
any line in respect of wages ashore except perhaps that reserve funds 
created from subsidy payments may be used to pay operating losses 
however caused. The cost per man-hour in wages and fringe benefits 
is much higher for loading a ship than a boxcar and production does 
not reflect the difference. 

This dilemma, including the prejudice to the intercoastal water 
route, resulting from instability of labor agreements, which has been 
responsible for diversion of considerable traftic to our railroad com- 
petitors, should be discussed at a meeting of all labor leaders inter- 
ested in domestic shipping. I have discussed the idea with many, 
but I feel sure it will not be realized unless it is sponsored by the 
Government at high level either in the administration or Congress. 
Discussion of matters afloat and ashore could be had at separate meet- 
ings if desired. There the Government can make clear its need for 
continued employment of vessels in the domestic trades and the car- 
riers can show why they cannot under present circumstances operate 
successfully. If all concerned find as a result of such discussion that 
remedial measures can be taken, then the problem of selling the find- 
ings to the rank and file, the stockholders, and the Government would 
be greatly facilitated. Of all the things we talk about, I can assure 
you that this is the prime problem regarding continued operation and 
the attraction of new capital for replacements. 

Assuming that vessels in active operation in the intercoastal trade 
are necessary if the defense requirements for availability of active 
vessels is to be met, we must then ponder the question of what to do 
if labor is blindly uncooperative. Should the distinction be accom- 
plished by requiring all labor matters in respect of domestic trans- 
portation be conducted under the Railway Labor Act? Should all 
employees be subject to the Workmen’s Compensation Act? Should 
the carriers turn to container-type vessels which would eliminate 
present terminal work at the ship berths? There is certainly reason 
for all now employed as a result of domestic water service to be 
concerned. 

Freight rate increases are not the best answer. Transportation 
costs have become such an important factor that dispersal of industry 
has resulted to the detriment of transportation agencies. 

Pondering the problem of replacement, which is not too far away, 
I find analytical consideration of the purpose of the construction 
subsidy inevitably involves the question why shipowners in the do- 
mestic trades should be denied access to world market prices for the 
purchase of ships. They would, of course, have such access but for 
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the fact that they are prohibited from buying abroad and they are 
not eligible for the construction subsidy. Perhaps they should be 
allowed one thing or the other. But if neither access to world market 
prices nor subsidy assistance is made available, then the suggestion 
naturally arises whether ships in the domestic trades should not in 
the future be fully protected against possible competition from vessels 
built with subsidy aid by restricting all such vessels constructed in 
the future to the foreign trade and by prohibiting them under any 
circumstances from engaging in the domestic trades. The rights of 
existing vessels operated with subsidy aid to engage in domestic trade 
for brief periods under special circumstances and under conditions 
approved by the Maritime Administration should probably not be 
disturbed, except that their use in domestic trade as part of a foreign 
voyage should be prohibited when they compete directly with vessels 
engaged solely in the domestic trade. 

I might say there that this operation is sometimes justified by a 
statement that there is a pro rata disallowance of the subsidy for the 
period that the vessel is in operation in the domestic trade. 

This is not sufficient. The subsidized operator may come in with a 
ship with much greater speed, let us say a mariner, which could not 
have been built except for subsidy. He also retains other advantages. 
It is not good for us that he does not get a subsidy in the intercoastal 
trade if he is running against us with a 20-knot ship. 

To facilitate ship replacements, accumulations of earnings and 
profits in reserve funds should be encouraged by means of tax de- 
ferment and other inducements. This now applies to subsidized lines 
but should apply to all lines. 

Amortization should be flexible and as speedy as desired. In any 
case, no amortization should be required to be taken except when it 
results in a tax benefit. 

That is a fundamental policy of the United States Chamber of 
Commerce, and I can’t understand why it hasn’t been put into law. 

Senator Maanuson. It was put in, not into law, but it was put in 
the long-range bill. You remember the situation we had in Congress 
in the conference committee between the House and the Senate, which 
was supported by the members here. 

We finally, in order to get something on the long-range bill passed, 
had to come out without the tax features involved in the bill. 

Mr. Srncrarr. But I have seen the subsequent reports of the Sec- 
retary of Commerce. 

Senator Macnuson. I don’t think this committee here is going to 
relax its efforts to finish what they think should have been in the 
completed long-range bill which we did pass. 

Mr. Stvnciatr. I would like to tell you a little story which will 
bring out what I am concerned about. In the early 1930’s we had a 
long cycle of loss years. 

Senator Magnuson. I just want to say for the record that it was 
not a tax benefit but a deferment for the purpose of giving an incen- 
tive to make replacements. 

Mr. Srncuarr. I will show you how it turns into a definite tax loss. 
I say, we had this long cycle of loss years during the early 1930’s, 
during which time you were required to write off $4 million in un- 
earned depreciation. 
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This naturally produced a low book value for the ships and resulted 
in our paying $1 million in capital-gains tax on the $4 million we had 
never earned. You can see how easy that is. 

Senator Maanuson. You take your amortization too fast. 

Mr. Stnciair. We had to. 

Senator Magnuson. I say, it went too fast for you. 

Mr. Srnciair. We should only be required to take depreciation when 
it is required in a tax benefit. It is as simple as that. We are not 
only talking about the steamship industry, but I think it goes to all 
industry. 

Senator Maenuson. On top of that, every foreign country that I 
know of allows that amortization to be taken when it becomes a better 
tax situation for their merchant marine. That is my understanding, 
and I have studied the situation. 

Mr. Srncuarr. In respect of operating losses all shipowners should 
be allowed to carry forward without limitation any unused deprecia- 
tion allowances. In view of the cyclical nature of the shipping busi- 
ness and the impact of foreign competition (which extends to vessels 
in the domestic trades as well) a long-term carry-forward and carry- 
back privilege should be allowed. (This might be good basic policy 
for all industry.) Depreciation on new vessels should be liberalized 
to encourage their construction with the provision, however, against 
converting any deferred income-tax obligation to a capital gain. 

In conclusion, I will mention a few points that did not fit into the 
discussion of basic problems: 

(a) We favor enactment of so-called timelag legislation. S. 1461, 
in our opinion, may be used by the railroads against the water car- 
riers. There is more assurance in the language of H. R. 5052 against 
selective ratemaking in connection with broad revenue applications 
on which there should be no delay. 

Senator Magnuson. I don’t know if you are in favor of the time- 
lag legislation, but you don’t favor the Senate bill, you favor the 
House bill; is that correct? 

Mr. Srnciatr. Yes. The House bill has language in it which as- 
sures that there will be no selection of ratemaking, that it will have 
broad application. 

We are a little afraid if they put it through, and I blame the rail- 
roads for this, that every time they come for the general increase they 
make a rate case instead of a revenue case. 

Senator Butter. In other words, when a rate is made, it applies 
across the board, and nobody can vary that rate? 

Mr. Srncnuatr. Say that they get a 15-percent increase, as they 
finally worked up to. We say it should apply as broadly as possible to 
all traflic; in other words, if the fourth-section item should be in- 
creased, coal naturally would be on’a lower level than canned goods, we 
understand that, but the general application should be as broad as 
possible and they should not be able to pick and choose rates that are 
competitive with the waterline and raise those and not raise all others. 

Senator Burier. We have heard a lot of testimony on that. 

Mr. Stnciair. You are going to hear a lot more, I am afraid. 

Senator Butter. Not only in connection with the waterborne but in 
connection with the truck transportation. 

Mr. Stncuatr. H. R. 5052, which was approved by the Transporta- 
tion Association of America, including the railroads, has been switched 
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not by approval of the Board of Directors but by the executive com- 
mittee in a hunddle down in Washington when S. 1461, which was 
more favorable to their purpose, was enacted. 

We had this out with them. It is no secret. I just fought about it 
in Washington last week before I came down here. I will continue 
with my statement: 

(6) We are opposed to repeal of the fourth section until there is 
substituted a rule of ratemaking that will assure reasonably compensa- 
tory competitive rates. 

Senator Burier. We didn’t pass that. 

Mr. Srncuiatr. It was passed by the committee, reported out by the 
committee. 

Senator Bur.ier. We didn’t report it out. 

Mr. Sincuair. Yes, you did. 

Senator Burier. Yes, you’re right. There was a question of touch- 
and-go up to the last minute, but the farmers got their trip-leasing bill 
in and that fogged it. 

Mr. Srncuair. We must have protection against unfair attacks such 
as the water lines and intermountain-territory interests have been 
forced to fight from time to time since the opening of the Panama 
Canal. 

(c) We agree with the railroads, other transportation interests, and 
shippers that special rates under section 22 of the ICC Act in favor 
of the Federal Government, States, and municipalities should be pro- 
hibited. These special rates throw off a burden to the shoulders of the 
private shippers. There is no apparent reason why this special treat- 
ment should be continued. Government is in many forms of business 
such as aoe control of liquor in some States. 

(d) We favor legislation authorizing the ICC to clean up dormant 
certificates.. It is impossible under ‘the present circumstances to 
properly weigh the probable effect of applications for new certific: ot 

(ec) We recommend legislation to solve the GAO offset problem; i.e., 
to bind the Government to the 2-year statute of limitations in aieet 
of freight charges and to prevent the GAO from collecting alleged 
overcharges by offset, thus compelling the carrier to sue to recover 
money properly ow ing to it. 

That is the situation today. 

Before closing, I think I should clear up a dispatch that came out 
of Washington. It was published in the Journal of Commerce of 
October 19 in New York under a Washington bureau heading. 

When I took the Journal of Commerce to task, they said, “This is 
the way it was published by the ICC.” It refers to earnings of the 
intercoastal carriers in the second quarter of 1953, and shows how 
much greater they were than in the second quarter of 1952, resulting 
in many of the unions calling us up to congratulate us and say, “You 
are not in hard luck any more.” 

The truth of the matter is that they said we had an advance of 
59.6 percent in our gross revenue—which is true. But they forgot that 
we had to put on some extra ships to take the place of American- 
Hawaiian who found it necessary to suspend service; that while the 
American-Hawaiian was zero in 1953, they had 2,079,511 in 1952. 

They also failed to say anything about expenses. While there was a 
59.6 rise in our revenue, there was a 67 rise in our expenses. The net 
result is that we are worse off now than we were in 1952. 
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Senator Porrrer. That just goes to show you that you can’t trust 
figures. 

Mr. Srnciarr. That is right. 

I appreciate the opportunity you have given me to present these 
views which I hope will assist you in finding the correct answer to 
the problem of providing an adequate active merchant marine and 
that your findings in respect of the domestic segment will be con- 
sistent with the basic policy of the Transportation Act of 1940. 

Senator Porrrer. I wish to thank you Kindly, Mr. Sinclair. You 
have certainly given us some points to mull over. 

Mr. Srncuarr. I thought you had enough statistics. 

Mr. Auten. Mr. Sinclair, do the captains of your ships furnish you 
with any reports based on experience in navigating the Canal at night 
which would show the incidence of the fog situation and the danger 
that comes from it? 

Mr. Srnciatr. Well, I think if they limited the night passages to 
ships with radar, they would not have any trouble at all. 

Senator Magnuson. Senator Butler just asked a question that I 
can’t answer either, which is why do you think you are prohibited 
from purchasing in the world market? 

Mr. Sinciair. They wouldn’t permit a ship built abroad operating 
in the domestic trade. 

Senator Butter. Say that again. 

Senator Magnuson. That is not a prohibition; it is discretionary 
with the board. 

Mr. Srncuarr. Under the law. You recall, I think it was after the 
First World War, that they did permit a number of vessels which 
had been transferred out to be brought back in again. 

Senator Magnuson. Then the law was put in. 

Mr. Stvcrarr. It is all shut down now. We don’t want to build 
them. Either let us do that or give us a construction subsidy, if you 
want to get the ships going. 

Senator Butter. I don’t learn as fast as these other fellows. Why 
can’t you buy a ship abroad? 

Mr, SINciair. We could buy it abroad but we could not run it in 
the domestic trade. 

Senator Butter. Why ? 

Mr. Stnciatr. The law prohibits it. 

Senator Burier. What is behind that? 

Mr. Srvciatr. Your coastwise laws do not permit the operation in 
the so-called coastwise trades of the use of a foreign-built ship. 

Senator Butter. Even under American registry ? 

Mr. Stncuiarr. That is right. 

Senator Butter. What is behind it? What is it all about? 

Mr. Stncrarr. It is just like the 50 percent duty on repairs abroad. 

Senator Burier. You can do it in the foreign trade. As a matter 
of fact, I have just gotten back from Europe and all the yards are 
full of tankers from the American trade. 

Mr. Srxcrar. If anybody was to build foreign, for the foreign 
trade, he then would run with the foreign crews, unless he was given his 
subsidy otherwise. 

Mr. Suettey. I think it goes back to the point that the American 
people, and particularly those who have followed the seafaring game, 
are not inclined to Government support for an American merchant 
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marine in its operational phase, if at the same time they were to be 
allowed to purchase foreign, and as a result of other laws, would 
have to operate under a foreign flag and have foreign crews and not 
meet American standards of living and wages. 

Then you have the cost factor, if they were going to purchase for- 
eign, is it worth their while; then they have to pay the duty value. 
It brings it up to the same cost as building in the American yard, 
in the first place. There has been a violent objection to allowing 
them to build in an American yard and allowing them to operate 
here to the detriment of the American shipbuilder ‘and the American 
industry. 

Senator Porrer. Are there any other questions? I wish to thank 
you, Mr. Sinclair. 

We have two men here from Portland who have to catch a train 
tonight. Their statements are very brief. We will bring them in 
at this time. Mr. Guerin will be our first witness. You may proceed. 


STATEMENT OF THOMAS P. GUERIN, GENERAL MANAGER OF THE 
COMMISSION OF PUBLIC DOCKS, CITY OF PORTLAND, OREG. 


Mr. Guertn. My name is Thomas P. Guerin. I am general manager 
of the Commission of Public Docks of the City of Portland, Oreg., 
business address at 3070 NW Front Avenue, Portland, Oreg. I 
appear here to testify in behalf of not only the commission of public 
docks but also the port of Portland, Oreg., the port of Vancouver, 
Wash., the port of Longview, Wash., and the port of Astoria, Oreg., 
and I am authorized by all these bodies to appear in their behalf. I 
would like to observe, gentlemen, that that is all of the tidewater 
ports on the Columbia River. 

First. The commission of public docks was created in 1910 and 
is an autonomous department of the city of Portland governed by 
five commissioners. ‘The commission was established to build and 
operate wharves, docks, grain elevators, and similar appurtenances 
for the interchange of commerce with waterborne transportation, 
and to promote and develop traffic through the port of Portland. At 
the present time the value of the Commission’s properties within the 
city of Portland amounts to $18,409,575. At a special election pro- 
posed for May 1954, the voters will be called wpon to provide a special 
tax levy to create an additional fund of $18 million with which to 
improve the present facilities and create new ones. The total in- 
vestment can thus become approximately $36 million. Portland is 
located on the Willamette River, a tributary of the Columbia River, 
110 miles from the ocean. It has an excellent deep-water channel to 
the sea, 35 feet deep and 500 feet wide, and 40 feet deep and one-half 
mile wide at the Columbia River entrance. 

Second. The port of Portland, Oreg.,is a port district created by an 
act of the State legislature in 1891. It embraces an area of 218 square 
miles, comprised of the city of Portland and part of Mulnomah 
County. The port of Portland is governed by a commission of nine 
members appointed by the governor of the State, and its function 
is to operate dredges, drydocks, tugs, airports, maintain river channels, 
and do all manner of things considered necessary by the commission 
in the promotion and development of waterborne traffic and commerce 
through the district. It has an investment of $20 million in dry- 
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docks, dredges, tugs, and other facilities. Its drydocks are a most 
important factor in the Columbia River’s shipbuilding and repair 
industry that amounts to $15 million annually. 

3. The port of Vancouver, Wash., is a port district comprised of 
three-fifths of the toal area of Clark County, Wash., and is located 
near the confluence of the Willamette and Columbia Rivers. It 
operates wharves, docks, and terminals for the interchange of water- 
borne commerce, with a value of $10 million and is governed by a 
commission of three members. 

4. The port of Longview, Wash., is a port district, made up of the 
northern two-thirds of Cowlitz County, Wash. It is located on the 
Columbia River approximately midway between Portland and the 
sea. It operates wharves, docks, grain elevators, and other instru- 
mentalities necessary for the interchange of waterborne commerce and 
is governed by a commission consisting of three members, with an 
investment in facilities of $4 million. 

5. The port of Astoria, Oreg., is a port district created by the State 
legislature of Oregon. It operates wharves, docks, terminals, grain 
elevators, and all such similar equipment necessary for the interchange 
of waterborne commerce. It is located at the mouth of the Columbia 
River and is governed by a commission of five members, with an 
investment in facilities of $4 million. 

Second: 1. All of the above-described Columbia River ports are 
gateways of worldwide traffic, both import and export, as well as coast- 
wise, intercoastal, Hawaiian, and Alaskan traffic to and from the 
Pacific Northwest States of Oregon, Washington, Idaho, and Mon- 
tana. They also handle substantial volumes of traffic moving trans- 
continentally to and from Midwest and eastern points of the United 
States. Consequently, they have a vital interest in the maintenance 
of an adequate merchant marine under the United States flag. 

2. The Pacific Northwest States above referred to constitute a vast 
surplus-producing area for such commodities as lumber and lumber 
products, canned and fresh frozen fruits and vegetables, pulp and 

aper, wheat and wheat flour and various other grains such as oats, 
battey: and rye. Later in this statement, specifically in a discussion 
of the exhibits, the matter of manufacturing will be dealt with. The 
economy of the area as a whole can be said to be largely agricultural 
with the exception of the logging and lumber industry in western 
Oregon and Washington, which is the largest single payroll in the 
area. One-sixth of all the standing timber in the United States is 
in the State of Oregon. Since the population of the Pacific North- 
west States is small in relation to the huge production of its various 
products, most of the agricultural commodities, lumber, canned goods 
and many manufactured commodities must find a market either in 
world trade or in the more densely populated areas of the United 
States such as California, and the gulf and Atlantic seaboards. The 
people in this area are therefore acutely conscious of the need for ade- 
quate and dependable water transportation domestically in the United 
States, to our Territories of Hawaii and Alaska and to all foreign 
countries. 

Third: 1. For example, the production of wheat in the States -of 
Oregon, Washington, and the panhandle of northern Idaho, for the 
past several years has been running at 110 million to 130 million bush- 
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els and over 80 percent of this production is surplus and must find a 
market outside of the area. In 1951, Columbia River ports exported 
76,257,705 bushels of wheat and in the calendar year 1952, 75,200,327 
bushels. 

2. In the calendar year 1952, waterborne lumber shipments from 
Oregon were as follows: Export 317,773,748 board-feet; domestic, 
920,681,014 board-feet ; and water shipments from the State of Wash- 
ington were: Export, 108,446,680 board-feet; domestic, 595,413,883 
board-feet. 

3. The production of lumber in Oregon west of the Cascades for 
the year 1952 was 7,344 million board-feet, and in the State of Wash- 
ington west of the Cascades, 2,810 million board-feet, making a total 
of 10,154 million board feet. Of this huge total, 95 percent must find 
a market either for export or in the domestic trade by water or by 
rail to California, midwest, or eastern markets. The same conditions 
are true with respect to pulp and paper, canned fruits and vegetables, 
of which there is an annual pack of 26 million cases. The annual 
production of all canned goods in the Pacific Northwest States which 
includes fruits and vegetables, milk, salmon, tuna, and nonseasonable 
products, is 33,500,000 cases. The great majority of this vast produc- 
tion obviously must find its market domestically in the United States 
or in export trade. At the present time the largest single item of east- 
bound general cargo in the intercoastal trade is canned goods. 

Fourth: 1. It is the hope of the people in our area that Congress 
will not let the American merchant marine disintegrate to the state it 
reached after the First World War and during the period between 
the World Wars. At the present time, by far the largest volume of 
our production in the Pacific Northwest for export is handled in 
foreign-flag ships. For example, from Columbia River ports we only 
have one American-flag service to Europe and the Mediterranean, 
which is the States Marine Line, and all the other vessels in this trade 
between the Pacific Northwest and the United Kingdom, Continent 
and Mediterranean are British, Dutch, Italian, Danish, Swedish, Nor- 
wegian, etc. To the Orient, the foreign-flag ships far outnumber the 
American flag, there being four American-flag lines, American Mail, 
States Line, Arrow Line, and States Marine, 

2. At the present time, international affairs are in general turmoil, 
and the copaition is likely to continue for years. We therefore ear- 
nestly believe that the American people should be protected from any 
situation in which they would become mainly or entirely dependent 
for the movement of their goods upon foreign-flag lines. We do not 
in any way oppose foreign lines—in fact, we submit that foreign-flag 
lines must operate, if for no other reason, to earn dollar exchange 
wherewith their respective nations can trade with us. On the other 
hand, however, in times of international stress foreign-flag lines can 
be withdrawn to serve their countries’ direct interests, and indeed 
many times have been. The Nation cannot accept any strangulation 
of its trade through lack of bottoms, and the only protection is the 
establishment and maintenance of an adequate American merchant 
marine. 

The rest of this is composed of exhibits 1, 2, and 3. 

(The exhibits referred to are made a part of the record and filed 
with the committee. ) 
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Mr. Guerin. Fifth: Exhibit 1 is prepared by the Merchants Ex- 
change of Portland, Oreg., a statistical agency maintained by the 
commission of public docks, the port of Portland, steamship inter- 
ests, and various exporters. It provides in detail for the calendar 
years 1951-52 the net registered vessel tonnage entered and cleared at 
Portland for all ports, i. e., foreign, intercoastal, gulf, Hawaiian, 
Alaskan, and coastwise. Shown too, are arrivals and departures by 
registry. Here it is pertinent to observe that in 1951 of 601 vessels 
arriving in Portland in foreign trade, 360 were foreign flag and 241 
were American; while in 1952 of 700 vessels arriving in Portland, 455 
were foreign and 245 American. Similarly, of the 679 vessels depart- 
ing Portland in foreign trade in 1951, 360 were foreign and 319 Amer- 
ican; while in 1952, departures numbered 710 of which 456 were 
foreign and 251 American. 

Pages 3 to 14, inclusive, of exhibit 1 show in complete detail by 
commodities, weights, and countries of destination all foreign exports 
for the year 1952 from Portland by water, giving the total to each 
country. The grand total to all countries is 1,648,286 short tons, 

Pages 15 to 21, inclusive, show foreign imports at Portland, segre- 
gated as to country of origin, commodities, and weights for 1952 and 
the grand total is 119,916 short tons. 

Pages 22 and 23 show the domestic shipments and receipts by water 
(1. e., coastwise, intercoastal, and gulf) for 1952, segregated as to com- 
modities and weights. The total shipments were 396,093 short tons, 
and the receipts amounted to 6,592,735 short tons. (It must be here 
pointed out that these receipts included 6,115,296 short tons of pe- 
troleum products moving almost entirely in tankers from California.) 

Page 15 shows traffic between Portland and the Hawaiian Islands 
for 1952 segregated as to commodities and weights. The totals were: 
Outbound, 80,938 short tons, and inbound, 43,981 short tons. 

Waterborne commerce from Portland and other Columbia River 
ports to Alaska for 1952 amounted to 40,000 short tons. This figure 
and the detail of the commodities do not appear in exhibit I, but 
were secured from other sources. 

To summarize—page 1 of exhibit I shows for 1952 a grand total 
of inbound movement by water of all commodities, from all sources of 
6,756,632 short tons. The outbound counterpart for the same period 
is 2,125,317 short tons. 

The dollar volume of commerce through Portland amounts to $452 
million annually. 

Senator Porrer. The exhibit will be made a part of the record. 

Mr. Guerin. Exhibit II provides similar information for the Co- 
lumbia River ports of Vancouver and Longview, Wash., and Astoria, 
Oreg. 

Senator Porrer. Exhibit II will be made a part of the record. 

Mr. Guertn. Exhibit ITI is a brochure prepared under the direction 
of the Columbia River ports of Portland, Vancouver, Longview, and 
Astoria, and supported by the chambers of commerce throughout the 
area. 

Primarily, it is an illustration of the importance to the Pacific 
Northwest of a safe and deep ship channel from Portland to the sea, 
and at the entrance of the Columbia River. 

The purpose of this exhibit is to demonstrate the dependency of our 
industry, and in fact our entire economy, upon water transportation. 
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Page 18 presents selected Oregon and Washington industries de- 
pendent in whole or in part upon imported materials. Here are shown 
the imports important to industry, the classification of industries, 
number of employees, wages and salaries, and value of the products. 
Grand totals are: 

Employees___--_- Lz aoe hese th TT ED Ee eae 95, 598 
Wages and salaries_.____._______ ei Mol Uso. ede LOU ae aoe 
Value of products__---.---------. bSHU LE seb elias dase edn db KS $549, 031, 000 

Page 19 gives charts showing (a) the countries of origin and their 
respective percentages of imports through Portland, and their dollar 
volume which in 1950 was $23,700,000; and (6) commodities as to 
countries of origin. 

Page 16 presents a graph providing the exports by weight in 
monthly averages for all major Pacific coast ports for 1951. 

The Pacific Northwest is almost entirely dependent for its petro- 
leum supply upon California sources. These products move in over- 
whelming proportion by tankers, as is illustrated by the chart on 
page 14 and supporting figures on page 15. 

Page 10 presents through a map and description a picture of the 
terminal and transfer facilities for all Columbia River ports. 

On page 8 is a map showing the present and proposed dams on the 
Columbia River and its tributary, the Snake River. The Columbia 
River possesses 36.8 percent of the national hydroelectric potential. 
See page 30. As these dams are developed the available power is in- 
creased and more and more industries attracted to the area. These 
industries must depend upon water transportation, either for the im- 
porting of raw materials or the export of finished products, or both. 

The Pacific Northwest is one of the fastest growing regions in the 
Nation. The charts on pages 20 and 21 illustrate the point. The 
magnitude of the area; its fast-growing population; its increasingly 
diversified employment; its nationally important industries; the 
enormous production of its agricultural, forest, and water resources 
are a bulwark of strength and prosperity for the Nation. Naviga- 
tion is essential to the normal expansion of the economy of the region. 

The entire exhibit III contains 32 pages. It provides, through 
graphs, charts, and statistical descriptions, all stemming from reliable 
sources, a complete view of the entire economy, including industry, of 
the Pacific Northwest. It also clearly demonstrates the region’s 
growth and future potential. It is sufficiently self-explanatory, so 
as to require no further elaboration by us. It is recommended to the 
committee’s attention in its entirety as worthy of the committee’s 
closest study because it brings into _ focus the importance of an 
adequate merchant marine to our are 

Senator Porrrr. The exhibit will be made a part of the record. 

Mr. Guertn. We now come to the conclusion. Before I get to that, 
I want to say this: You will notice at the beginning of the statement 
that there is a statement of the values of investments in those various 
ports. As an example, Portland has some $18 million in its port of 
the people’s money, and that is in public investment. Vancouver, 
Wash., has $10 million. The port of Astoria has about $4 million, 
The city of Portland proposes to go to its citizens in May of next year 
and ask them for another $18 million in order to modernize and in- 
crease our shoreside facilities and our harbor establishments. 
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That leads me up to what I wish to say in the conclusion. 

Sixth: Through the foregoing facts, figures, and exhibits we have 
shown the committee that the entire economic and industrial welfare 
of the Pacific Northwest is geared to ocean transport. As evidence of 
this, may we call the committee’s attention to the heavy investments 
of public funds in port-terminal facilities, dredges, drydocks, tugs, 
and so forth, that are presently valued at a total of $58 million on the 
Columbia River alone. That is exclusive of the $18 million additional 
that the city of Portland proposes to invest. 

The United States Corps of Engineers in conjunction with the Port 
of Portland Commission has expended over $42 million in channel 
development and maintenance between Port}: ind and the sea and are 
expending approximately $1.5 million annually for this purpose. 
May we also repeat that the city of Portland is contempl: iting the ex- 
penditure of an additional $18 million in expanding its te rminal es- 
tablishment. These investments on the part of the people can only 
be justified upon the presumption that adequate ocean transportation 
will be always available. The same observation applies with equal 
force and v: ilidity to practically all major industrial investments in 
the region, as is so strikingly illustrated in exhibit III. The basic 
guaranty that the necessary ocean shipping will be always available 
can only be an adequate American merchant marine. 

There is today considerable concern over what some quarters con- 
sider a rapid decline in American shipping. As an example, the 
healthy coastwise trade that flourished on the Pacific coast prior to 
World War II, and that accounted for some 114 million tons, exclu- 
sive of petroleum, annually through Portland alone, is now practically 
nonexistent. The steady attrition of intercoastal service is also a 
dismaying factor, particularly in view of the fact that the number 
of vessels in the trade has dwindled from approximately 150 prior to 
World War II to about 50 or 60 today. The committee will doubtless 
receive much additional testimony pertinent to the point. 

We recognize that the establishment and maintenance of an ade- 
quate United States flag-fleet will require the financial support of the 
Nation. The degree of this support, the appropriations and appor- 
tionments are the prerogative of the Congress. We argue only that 
the support is necessary, not alone to insure the flow of trade in 
peace but as well to insure that same flow in emergencies when the 
cargoes become the sinews of national strength and the merchant 
marine a first line of defense. 

Senator Porrer. I wish to thank you for coming down from the 
Northwest and giving us your views. 

I sincerely hope your efforts in Oregon and Washington will become 
well known to the manufacturers, to the people who believe in water 
transportation, to familiarize them with the necessity of having a 
strong American merchant marine. It is a twofold job. It is not just 
telling us, but making them also aware of the problems of the Amer- 
ican merchant marine. You have a twofold duty. 

Mr. Guerin. It is one that we try to work at, Senator. 

Senator Porrer. That was a very good statement. As I say, the 
exhibits will be incorporated in the record. 

Mr. Guerrn. Thank you for your courtesy in letting us present it. 

Senator Porrer. Our next witness is Mr. Clay. We are happy to 
have you, Mr. Clay. 

86174—54—pt. 2-6 
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STATEMENT OF FRANK §, CLAY, SECRETARY-MANAGER, PORTLAND 
FREIGHT TRAFFIC ASSOCIATION 


Mr. Cuiay. I will be very brief. I want to thank you for this 
opportunity to get in at this time. 

My name is Frank S. Clay. I am secretary-manager of the Port- 
land Freight Traffic Association, business address at 401 Portland 
‘Trust Building, Portland, Oreg. I appear here to testify in behalf 
of the Portland Freight Traflic Association and 1 am authorized to do 
so by the executive committee of the association. 

The Portland Freight Traffic Association is a voluntary organiza- 
bee with its office and place of business at Portland, Oreg. Its mem- 
bership consists of manufacturers, wholesalers, jobbers, distributors, 
und various other types of business in Portland, Oreg., and contiguous 
community. In addition, the following port bodies ‘concerned in port 
and river development or interested in river, maritime, or general 
expansion of commerce in the Columbia Basin area are members of 
or affiliated with the association : The Commission of Public Docks of 
the city of Portland, Oreg.; the port of Portland; the ports of Van- 
couver and Longview, Wash.; the Portland Chamber of Commerce 
and the Vancouver, Wash., Chamber of Commerce. 

The association was formed and is maintained to defend, to sponsor 
and to develop the interests of its members and broadly of the com- 
munity at large, in the rates and services of various agencies of trans- 
portation, including common carriers by railroad, motor truck, air- 
lines and water lines, and in matters relating to traffic and transpor- 
tation and in questions or controversies in connection therewith, 

The Portland Freight Traffic Association is entirely a shipper’s 
organization and the individual member firms are interested in ship- 
ping or receiving freight by all forms of transportation and are par- 
ticularly concerned in maintaining the freight rate structure for 
Portland and the surrounding community on a competitive basis with 
competing cities, They desire the lowest possible lawful rates and 
service consistent with the maintenance of an adequate transportation 
system by all forms of carriers. 

The association’s staff in the performance of its duties appears 
before such regulatory bodies as the Interstate Commerce Commis- 
sion, the Federal Maritime Board, the Civil Aeronautics Board, and 
the various State public utilities commissions, in complaint cases, 
suspension proceedings, general rate investigations, and similar 
matters. 

The association has been engaged in this work continuously for 
over 50 years. I personally have been engaged in freight-traffic work 
for over 30 years and have occupied my present position for the past 
12 years. 

Attached to this statement is a list of individuals, firms, and cor- 
porations who are members of the traffic association and also the 
public and semipublic agencies which financially contribute to and 
support the wollk of the traffic association. Under our constitution 


and bylaws no carriers of any kind are eligible for membership as 
the purpose and functions of the association are entirely devoted to 
the shipper’s interest and the community promotion and development 
of our freight-rate structure. 
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The business firms shown on the attached exhibit cover a very wide 
range of activity and are probably the largest shippers and receivers 
of freight in Portland and the surrounding area. Many of them are 
dependent in whole or in part on imported materials from foreign 
countries and also most of the firms are engaged in not only nation- 


wide trade but international trade as well. 


For example, going down the list on exhibit No. 


types of industry: 


Ship builders and ship repair 
Aluminum manufacuring 
Construction and steel fabricating 
Paper-bag manufacturers 

Paper wholesalers 

Pulp and paper manufacturers 
Farm-implement dealers 


Steel foundry and casting manufactur- 


ers 
Paint manufacturers 
Malting industry 
Woolen-goods manufacturers 
Stove and furnace manufacturers 
Cement manufacturers 
Mail-order houses 
Wool handlers 


1 are the following 


Wood-products manufacturers 

Cotton- and burlap-bag manufacturers 

Grain merchants and exporters 

General import and export commodities 

Breweries 

Coffee roasters 

Steel manufacturers 

Flour millers 

Water-heater manufacturers 

Grocery wholesalers 

Heavy-machinery manufacturers 

Wholesalers, distributors, jobbers, and 
many commodities 

Steel mills 

Machinery manufacturers 

Chemical manufacturers 


Animal and poultry food manufacturers Concrete-products manufacturers 

This association is not only interested in an adequate American 
merchant marine from the standpoint of carrying our foreign trade 
but also in the business activity generated in our port by American- 
owned vessels. For example, ships under American registry in the 
transpacific trade turning around at Portland on completion of voy- 
ages purchase large qu: antities of ship chandlery, provisions, bunker 
oil, and so forth: these vessels also go into drydock for their regular 
overhaul and the industrial activity is a very important item. For 
instance, the shipbuilding and ship repair industry in Portland 
amounts to $15 million annually, of whic h $814 million are in wages. 

On the other hand, foreign-flag ships coming to United States ports 
spend as little as possible, postponing every expenditure that is not 
absolutely an emergency until they return home. A striking example 
of this occurred about 2 years ago when the Danish motorship Erria 
was badly damaged by fire in the lower Columbia River near Astori: a, 
Oreg. Her owners sent a seagoing tug from Europe to the Columbia 
River and towed the vessel back to Denmark for re pairs. 

We believe the essential trade routes for American foreign trade 
should be kept open and subject to the control of our Government so 
we will not again be subjected to the penalties and chaotic conditions 
which existed at the beginning and during the First and Second 
World Wars, when foreign-flag ships were sent home to serve their 
own national interests or sought more lucrative trade routes elsewhere. 

We believe it is important that a consistent national policy toward 
the merchant marine is necessary, as during the past 25 or 30 years 
there has been no consistent policy. After each of the world wars the 
fleets were disposed of to private interests, many of them foreigners. 

To have a modern and efficient merchant marine requires an orderly 
and consistent vessel replacement program. To keep pace w ith 
foreign competitors, owing to the much higher costs prevailing in the 
United States, a construction subsidy must be granted. As everyone 

















756 MERCHANT MARINE STUDIES 


connected with the shipping industry knows, or those who have given 
the matter any consideration realize, that due to the high standard 
of living in the United States and abroad, American-flag ships com- 
pared to foreigners, it is necessary for American ships competing with 
foreign-flag vessels to have an operating subsidy to cover at least the 
difference in the operation cost between the American vessel and the 
foreign lines. It would be wonderful if our merchant marine could 
survive without subsidy. Unfortunately, it cannot. 

An adequate American merchant marine is not only necessary to 
protect our foreign commerce but the past has shown it to be one of 
our strongest arms of defense, as witness the millions of tons of cargo 
carried to Korea. 

For the sake of brevity we subscribe to and adopt as our own the 
testimony and statement of Thomas P. Guerin in behalf of the Com- 
mission of Public Docks of the city of Portland, Oreg., the port of 
Portland, the ports of Vancouver, Longview, and Astoria. 

Senator Porrer. Thank you for your statement, Mr. Clay. The 
exhibit will be made a part of the record. 

(The exhibit referred to is as follows :) 
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PORTLAND FREIGHT TRAFFIC ASSOCIATION MEMBERSHIP LIsT 


William B. Adams, attorney, Pacific Building, Portland 4, Oreg. 

Albina Engine & Machine Works, 2100 North Albina Street, Portland 12, Oreg. 

Aluminum Company of America, Post Office Box 120, Vancouver, Wash. 

American Pipe & Construction Co., 518 Northeast Columbia Boulevard, Portland 
11, Oreg. 

Ames-Harris-Neyille Co., 1506 Northwest Hoyt Street, Portland 9, Oreg. 

Archer-Daniels-Midland Co., Broadway-Oak Building, Portland 4, Oreg. 

Balfour, Guthrie & Co., Ltd., 733 Southwest Oak Street, Portland 5, Oreg. 

Bell Potato Chip Co., 4532 Southeast 63d Avenue, Portland 6, Oreg. 

Bemis Paper Bag Co., 1401 West 26th Street, Vancouver, Wash. 

Blake, Moffitt & Towne, 17 Southeast Third Avenue, Portland 14, Oreg. 

Blitz-Weinhard Co., 1188 West Burnside Street, Portland 9, Oreg. 

Boyd Coffee Co., 1336 Southwest Second Avenue, Portland 1, Oreg. 

Columbia River Paper Mills (Oregon Pulp & Paper Co.), 1405 Southwest Alder 
Street, Portland 4, Oreg. 

Columbia Steel Co., 2345 Northwest Nicolai Street, Portland 10, Oreg. 

Columbia Tractor & Implement Co., 2720 Northwest 29th Street, Portland 10, 
Oreg. 

Commission of Public Docks, 3070 Northwest Front Avenue, Portland 10, Oreg. 

Continental Grain Co., 500 Lewis Building, Portland 4, Oreg. 

Crown Mills, 733 Southwest Oak Street, Portland 5, Oreg. 

John Deere Plow Co., 215 Southeast Morrison Street, Portland 14, Oreg. 

Electric Steel Foundry Co., 2141 Northwest 25th Avenue, Portland 10, Oreg. 

The Henry Failing Estate, 1107 Failing Building, Portland 4, Oreg. 

Fowler Manufacturing Co., 2545 Southeast Gladstone Street, Portland 2, Oreg. 

W. P. Fuller & Co., 2181 Northwest Nicolai Street, Portland 10, Oreg. 

General Grocery Company, Inc., 45 Southeast Ash Street, Portland 14, Oreg. 

Great Western Malting Co., Inc., Post Office Box 28, Vancouver, Wash. 

Gunderson Bros. Engineering Corp., 4700 Northwest Front Avenue, Portland 8, 
Oreg. 

Hyster Co., 2902 Northeast Clackamas Street, Portland 12, Oreg. 

International Harvester Co., 56 Southeast Belmont Street, Portland 14, Oreg. 

Irwin-Hodson Co., 439 Northwest 15th Avenue, Portland 2, Oreg. 

Jantzen Knitting Mills, 411 Northeast 19th Avenue, Portland 14, Oreg. 

Jarman-Williamson Co., Inc., 601 Northeast 28th Avenue, Portland 12, Oreg. 

Kerr-Gifford & Co., Inc., 1000 Lewis Building, Portland 4, Oreg. 

The George Lawrence Co., 306 Southwest First Avenue, Portland 4, Oreg. 

M. J. B. Co., 1600 Northwest 16th Avenue, Portland 9, Oreg. 

Marshall-Wells Co., 1420 Northwest Lovejoy Street, Portland 9, Oreg. 

Mason, Ehrman & Co., 45 Southeast Ash Street, Portland 14, Oreg. 
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Mitchell, Lewis & Staver, 801 Southeast Alder Street, Portland 14, Oreg. 

Montag Stove & Furnace Works, 2011 North Columbia Boulevard, Portland 3, 
Oreg. 

Montgomery Ward & Co., 2741 Northwest Vaughn Street, Portland 10, Oreg. 

North Pacific Grain Growers, Inc., 1001 Lewis Building, Portland 4, Oreg. 

Oregon-Portland Cement Co., 111 Southeast Madison Street, Portland 14, Oreg. 

Oregon Steel Mills, 5250 Northwest Front Avenue, Portland 10, Oreg 

Oregon Worsted Co., 8300 Southeast McLoughlin Boulevard, P ortland 2 , Oreg. 

Pacific Carbide & Alloys, 9901 North Hurst Avenue, Portland 3, Oreg. 

Pacific Machinery & Tool Steel, 630 Southeast Belmont Street, Portland 14, Oreg. 

Pacific Metal Co., 303 Northwest Park Avenue, Portland 9, Oreg. 

Pacific Supply Cooperative, 1928 Northwest Vaughn Street, Portland 9, Oreg. 

Pacific Wool Growers, 734 Northwest 14th Avenue, Portland 9, Oreg. 

Pendleton Woolen Mills, 218 Southwest Jefferson Street, Portland 4, Oreg. 

Penn. Salt Manufacturing Co., 6400 Northwest Front Avenue, Portland 10, Oreg. 

Port of Longview, Longview, Wash. 

Port of Portland, Swan Island, Portland 18, Oreg. 

Port of Vancouver, Post Office Box 570, Vancouver, Wash. 

Portland Chamber of Commerce, 824 Southwest Fifth Avenue, Portland, Oreg. 

Portland Clearing House Association, Post Office Box 3576, Portland 4, Oreg. 

Portland Grain Exchange, 300 Lewis Building, Portland 4, Oreg. 

Portland Woolen Mills, 6639 North Baltimore Street, Portland 3, Oreg. 

Publishers’ Paper Co., Post Office Box 551, Oregon City, Oreg. 

St. Helens Pulp & Paper Co., St. Helens, Oreg. 

Scott-Palitzsch Feed Mills, 2335 North Clark Avenue, Portland 12, Oreg. 

M. Seller Go., 122 Southwest Fifth Avenue, Portland 4, Oreg. 

Smithwick Concrete Products, 1750 Northeast Lombard Place, Portland 11, Oreg. 

Stauffer Chemical Co., Post Office Box 68, North Portland, Oreg. 

Terminal Flour Mills, 801 Board of Trade Building, Portland 4, Oreg. 

Timber Structures, Inc., 3400 Northwest Yeon Avenue, Portland 10, Oreg. 

Vancouver Chamber of Commerce, 115 East 10th Street, Vancouver, Wash. 

Van Waters & Rogers, Inc., 3950 Northwest Yeon Avenue, Portland 10, Oreg. 

Wm. Volker & Co., 2800 Northwest 29th Avenue, Portland 9, Oreg. 

R. M. Wade & Co., 1919 Northwest Thurman Street, Portland 9, Oreg. 

Wadhams & Co., 889 Southeast Third Avenue, Portland 14, Oreg. 

Western Paper Converting Co., Post Office Box 70, Salem, Oreg. 

Western Wool Storage Co., 1235 Northwest Irving Street, Portland 9, Oreg. 

White Stag Manufacturing, 67 West Burnside Street, Portland 9, Oreg. 

Thomas J. White, attorney, 1100 Jackson Tower, Portland 5, Oreg. 

Willamette Iron & Steel, 2860 Northwest Front Avenue, Portland 10, Oreg. 

Winfree, McCulloch, Shuler & Sayre, attorneys, 1016 Portland Trust Building, 
Portland 4, Oreg. 


Senator Maenuson. Mr. Clay, I would like to ask you a question 
concerning one statement. You say everyone connected with the 
shipping industry knows, or those who have given the matter any 
consideration realize that due to certain conditions, it is necessary 
for American ships competing with flag vessels to have an operating 
subsidy and also a construction subsidy. 

Mr. Cray. That is correct. 

Senator Magnuson. You make a very potent remark, I guess, which 
sums up everything, “It would be wonderful if our merchant marine 
could survive without subsidy. Unfortunately, it cannot.” 

Mr. Ciay. That is our position, Senator. 

Senator Porrer. I wish to apologize for skipping around on the 
schedule, but there are some of the witnesses who have to leave today. 
Thank you for your statement, Mr. Clay. 

Mr. Olson, we are pleased to have you here. I am sorry that we 
have had to keep you waiting. I know we are keeping other peonle 
waiting. You can well appreciate that no matter how well scheduled 
you have hearings, you always run behind. 
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STATEMENT OF E. WHITNEY OLSON, PRESIDENT, OLIVER J. 
OLSON & CO. 


Mr. Otson. I appreciate the opportunity of appearing at this time. 
1 would not be available tomorrow. 

My name is E. Whitney Olson. I am president of Oliver J. Olson 
& Co. 

The steam schooner trade is defined as the operation of steam 
schooners between the ports of California, Oregon, and Washington, 
and between these ports and British Columbia and Alaska, providing 
that such definition does not include vessels operating between Seattle 
and Puget Sound ports and Alaska. 

From 1900 up to World War I, the ships of the Pacific coast were 
mostly wooden, packing anywhere from 200,000 feet of lumber up to 
a million and one-half. They were operated by managing owners 
who sold shares in their vessels to anyone who would buy them. 
Generally, interests were taken by supply houses, etc. At the time 
of World War I, a good many of these ships were sold for market 
value and quite a few were bought back after the war and operated 
on the coast. About 1924, the Government sold ships that were built 
during and right after World War I from their laid-up fleet for a 
price of about $40,000 to $60,000 each. They were known mostly as 
the point- and lake-type ships. They were between 3,000 and 5,000 
deadweight tons. 

World War II saw these ships being er at a price the 
Government felt to be just compensation. Due to the layup of many 
of these vessels during the thirties and shipping on the west coast 
not being too profitable during those years, many of the operators 
were glad to take the compensation offered and retire from the 
business. 

Senator Magnuson. How could they retire? Did they get enough 
compensation to retire? 

Mr. Orson. No: at that time they got somewhere between $45,000 
and $150,000 for their vessels. 

Senator Magnuson. Mr. Olson, doesn’t this show again the sheer 
folly of not having a continuing stable program, which we are trying 
to have, where they will sell ships for $40,000 in one period and then 
they are laid up and there comes the need for them and they have to 
buy them back, and you have to sell them back again, that it is just 
a constant thing that has happened during every emergency ? 

Mr. Orson. That is true. In this case, most of these people had 
bought these vessels and had other interests in with them. 

Senator Magnuson. A lot of supply houses had an interest in them, 
in the nature of a mortgage, to protect what they put in. 

Mr. Orson. It was a managing owner and a share in the vessel. That 
share of the vessel was sold, or when the vessels were requisitioned 
there were some 57 companies on the coast and most of them went out 
of business—— 

Senator Magnuson. I don’t want to belabor the point, but it just 
shows the necessity of some kind of stable policy for merchant marine. 

Mr. Orson. Others wanted to get back in the business but had to 
disband their company due to the war and the fact that they did not 
receive enough for their vessels for them to reenter the trade. 
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Senator Magnuson. One of the reasons that the merchant marine 
is not in good favor, as the Senator from Michigan pointed out at noon 
today, is because there are some sharpshooters in there cutting corners, 
and they did get away with some money in these cases, and that is a 
black eye to the whole industr y. That is our real problem. 

Mr. Orson. Our company had 7 vessels at the beginning of 
World War II, 4 of which were taken by the Government. At the 
end of the war, 2 of these vessels were returned to us, 2 of the 3 which 
we retained were lost, and the third one was a constructive total loss. 
The problem facing us at that time was how, with most of our money 
tied up in Government hands, because we had not been paid, to get 
back into the steamship business. 

Immediately after World War II ended, the Government com- 
menced to run six general agency ships up and down the coast in 
competition with our privately owned vessels. The Government at 
the same time was offering vessels for sale at prices which would cost 
us too much to rehabilitate our fleet. We therefore decided to buy 
older tonnage and proceeded over the next few years to add six more 
vessels to our fleet. Here I will remark that the only vessels built 
during the war that could be operated to the ports covered by the lum- 
ber trade were the N-3’s. These vessels were a little too small for the 
size of crews and the wages necessary to operate them successfully. 
The other type vessels were diesel vessels singled ended which did not 
lend themselves to bar harbors. Moreover, the size of the crews that 
were put on them during the war could not be reduced due to the union 
rules and this also made them not practicable. At this time the LSM, 
which had been a type of landing craft, entered the trade but has since 
proven unsuccessful. 

This trade, between the years of 1933 through 1940, had 112 vessels, 
and during the low season 35 vessels would be operated, and in our 
peak seasons some 65 to 85 vessels would operate. During the winter 
months a good part of the wooden ships would lay up. The trade 
today is made up of the Coastwise Line operating Liberty ships to 
Alaska, British Columbia, Oregon, Washington, and California on 
mostly general cargo and paper, plus 11 other ships, 7 of which are 
owned by our leoanpemy 1 by Chamberlin, 1 by Olympics-Griffiths 
Lines Co., and 2 are owned by lumber companies, i of which is an LST. 
There are a few barges carrying lumber up and down the coast on 
the present market. The ships operated in the lumber trade range 
from 3,000 to 5,000 deadweight tons, and with the exception of the 
LST and 2 other ships, they are all of the 1918-20 vintage. 

Senator Porrer. I didn’t know hulls would last that long in salt 
water. 

Mr. Otson. These ships were built up in Portland during the First 
World War. They are the only type ships that are available for this 
trade that can cover the shallow harbors. The cost was too much to 
get back in with newer tonnage, so we took this tonnage to get the 
size of our fleet back. Then as time goes on and there is a demand, 
we will put on vessels to take care of it. 

Mr. Otson. These ships have been converted to carry package lum- 
ber as against the stowing of lumber which was done previously. 

Here, in the last 2 years we have taken all the mast booms and 
winches off the ships and have put cranes aboard and are handling 
all the lumber by the regular package load. 
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On the question of age and obsolescence, these ships, while quite 
old, are fulfilling their job at the present time and we see no possi- 
bility of making | any change to a newer type vessel for the following 
res nee 

The Government has a laid-up fleet of vessels which could be 
sold at any time in a similar manner to that which occurred in 1924. 
In other words, you can’t go out and build a vessel for the trade and 
put better than a million dolalrs in it and then have the Government 
decide 5 years from now that they are going to give the vessel away 

Senator Porrer. There will be a lot of dead Congressmen when 
that happens. 

Mr. Orson. That is what we thought after World War IT but they 
did it. As long as the steamship industry, that is, our part, has that 
over their heads they are not going out and build ships. 

Senator Macnuson. There will be some dead Senators too. 

Mr. Oxson. Reason No. 2: There are seven different labor unions 
working on these vessels. Each union is trying to outdo the other one 
in benefits and pay. There is also a jurisdictional fight aboard these 
vessels at the present time that has been going on for 2 years. 

3. We have difficulties in operation due to the FCC, OPS, ICC, 
California PUC, and Bureau of Internal Revenue. Although the 
agencies may be good within themselves, their restrictions do not tend 
to help operations. 

Just take for an example this PUC. 

Senator Porrmr. What is the “PUC”? 

Mr. Otson. The Public Utilities Commission in California. They 
have a flat rate on lumber between Eureka and southern California. 
This summer somebody noticed a mistake in the railroad company’s 

tariff. Their rate was $13.85 to Los Angeles, but it said, “actual 
measurement of the lumber.” That rate is a flat rate of $13.85 per 
thousand feet. When they found this “actual” in there, the shippers 
decided that the eighth taken off the lumber when it was surfaced 
would make it a net-measurement deal, and in cutting it down to a 
net-measurement deal they had about a $10 rate, in that “neighborhood. 

That $10 deal put the Washington and Oregon mills out of business 
in respect to southern California. It also put us out of business down 
there. From running 7 vessels we cut down to 3. There have been 
2 or 3 hearings held on it. I understand by about the 15th of next 
month they will finally give a ruling to put the rate back to where 
it was. But on account of the slowness of it, it has put the Washington 
and Oregon mills out of business, plus ourselves, in southern Cali- 
fornia. 

Future cargo will have to be handled mechanically or packaged, 
such as package lumber is being handled today. General cargo can- 
not be handled this way at the present time due to the union require- 
ments of having a minimum number of men in the gangs to handle 
this cargo across the dock. When this item is straightened out, I 
believe more general cargo will be handled in 4- to 5-ton packages on 
the coast. 

It has been the theory of our ¢ ompany that in our trade, a vessel will 
be tied up 7 years out of 20 years’ operation, which means that the 
writeoff of vessels in idle periods has to be made up during the operat- 
ing years. The profit or surplus must be poured back in to take care 
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of the years in which the ships do not make any money. The Bureau 
of Internal Revenue continually lengthens the life of the ships and, 
as a result, it is impossible to build up capital for the replacement of 
older vessels. 

Senator Magnuson. You have got nothing but troubles. 

Senator Porrrr. I wondered when the Bureau of Internal Revenue 
was to come into it, and they did. 

Mr. Otson. That causes this: Every time you make a repair or im- 
provement on these vessels, or they come in and say that the vessel is 
going to last so much longer, they add 3 or 4 years. You have to go 
back over the 4 years and revamp your tax deal, and the capital that 
you might be going to put into another ship is taken away from you 
again. 

There is one thing that this man from Portland said about the 
coastwise fleet, that 1 would like to comment on. I don’t think it is 
true today that there are not enough vessels to take care of the coast- 
wise business. We went up in 1950 to nine vessels running coastwise. 
We have cut back to seven now. We sold our largest vessel because 
we didn’t have the trade for her. 

If there is a demand for more vessels on this coast, we will put them 
on and keep right up with the business. 

Senator Porter: I wish to thank you, Mr. Olson, for your statement. 
I think you probably need legislation, and you also probably need 
prayers. 

Mr. Orson. As to any of the problems in there, if you would like any 
further information on them, we will be glad to give it to you. Thank 
you very much. 

Senator Porrer. Thank you, Mr. Olson. Is Mr. Coney here? You 
have to leave tonight; is that true ? 


STATEMENT OF J. J. CONEY, PRESIDENT, HILLCONE STEAMSHIP C0. 


Mr. Conry. I am leaving tomorrow afternoon. 

Senator Porrer. I understand you are going to go to Europe. 

Mr. Conry. Yes, that is right. 

Mr. Chairman and gentlemen: My name is Joseph J. Coney. Iam 
the president of Hillcone Steamship Co., of San Francisco, an inde- 
alka owner and operator of tankers continuously since 1929. I 
appreciate the opportunity of being able to appear before your com- 
mittee and give you my views on the history, operations, and future 
prospects of tanker shipping on the Pacific coast. I have followed 
the hearings of your committee with much interest, and the testimony 
which has already been presented has covered many of the vital points 
fully and in great detail. Therefore, in order to avoid needless repeti- 
tion, my comments will deal with this phase of American shipping in 
a more general manner. 

The first tanker built on the Pacific coast was the George W. Loomis, 
which was built by the Union Iron Works in 1896 for the Pacific 
Coast Oil Co., a predecessor of the Standard Oil Co., of California. 
This vessel was about 1,000 tons deadweight, with a speed of about 
9 knots. From this beginning the fleet in operation on the Pacific 
coast increased to 53 ships of 553,245 total deadweight tons at the 
beginning of World War II. The average size of the vessels in this 
fleet was approximately 10,000 tons deadweight with a speed of 1014 
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knots. Presently, there are 43 ships in continuous operation on the 
Pacific coast of a total of 616,807 deadweight tons. These ships range 
in size from 12,500 to 18,000 tons deadweight with speeds ranging 
from 11 to 15 knots. 

Due to the geographical and physical conditions existing on the 
Pacifie coast, the largest tanker that could be used continuously in the 
coastwise service would be 18,000 tons deadweight, and the highest 
speed that would be economical would be 15 knots. The principal 
limiting factors as to size are the Columbia River bar and the river 
itself, as well as the upper reaches of San Francisco Bay and Los 
Angeles Harbor. The speed is limited by the comparatively short runs 
required in Pacific coastal operation. Although a number of the 
super tankers have been occasionally operated on this coast, they are 
too long, too deep, and have too large a carrying capacity for use in 
continuous operations. 

The number of ships to be employed in the Pacific coast trade in the 
future is difficult to estimate, as there are a number of new factors 
involved which will materially change the transportation picture: 
(1) The extension of a major oil company’s products line from their 
Utah refinery to Spokane, which will sitet much of the require- 
ments of the Northwest which heretofore was shipped from Los 
Angeles and San Francisco. (2) The completion of the Canadian 
pipeline from the mid-Canadian oil fields to Vancouver and northern 
Washington, which will further change the requirements of crude 
formerly shipped to Vancouver refineries from California. That line 
will be finished this year. (3) The new refineries which are being 
built in Washington and in British Columbia to make use of this new 
crude oil supply. All of these factors would tend to diminish the 
number of ships employed. There should, however, be some future 
movement of crude from Vancouver to California. This, incidentally, 
would be most likely on a backhaul basis. 

In consideration of the foregoing points, the best estimate of future 
tonnage requirements on the Pacific coast would be : approximately the 
same as at present, the normal increase in consumption being offset 
by the curtailment resulting from the realinement of supply. 

The Pacific coast area has been growing very rapidly in population, 
and the consumption of refined produc ts has been continu: ally increas- 
ing at the rate of 3 to 5 percent per year, and it is expected that this 
will continue for some time. On the other hand, the crude oil supply 
in California has reached a maximum production of approximately 
1 million barrels per day and has begun to recede from this high point 
with little prospects of any major new sources of supply being de- 
veloped. Therefore, presently and increasingly in the future, ad- 
ditional supplies of crude oil will be imported into California from 
other sources, principally the Persian Gulf, Sumatra, Venezuela, and 
Canada. The long offshore hauls will be carried in large-sized vessels 
of 28,000 des adweight tons or larger at a speed of some 16 knots, which 
seems to be the maximum economical speed that can be used in com- 
mercial operation. 

The number of ships involved in this movement will depend (1) 
on the quantity of oil imported; (2) the price of the oil at the various 
sources, and (3) charter rates, it of course requiring more ships to 
transport a given quantity of oil from the Persian Gulf than it would 
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take from Venezuela or Sumatra. It is not expected that large ships 
would be used in the Vancouver-California ports run. 

In order to bring the cost of operations within the competitive price 

range, all of these offshore ships must be operated presently under 
foreign flag. The cost of operations under the American flag has 
continued to increase steadily year by year until the cost of operations 
of an American-flag tanker is more than twice that of a foreign-flag 
tanker. Union demands have increased each year, both with respect 
to wages and working conditions, and this, together with the rising 
construction cost of new vessels, has placed American tankers at a 
competitive disadvantage with not only foreign tankers but with other 
modes of domestic transport: ition as well. This is clear ly evidenced by 
the large number of pipelines for both crude and refined products 
which are presently being contemplated. Formerly, there was a wide 
difference in the cost of transportation per barrel in favor of tankers 
as compared with pipelines, but increasing capital and labor costs are 
rapidly narrowing this margin, and in some cases pipeline transpor- 
tation has now become more economical. 

The Government, through the Departments of Commerce and De- 
fense, has indicated that the n: olaal security requires an addition of 
some 20 to 30 large, fast tankers to be available for military needs in 
the event of a future emergency. It is proposed that these ships as 
nearly as possible be commercial carriers but with some added military 
features and with a speed of not less than 18 knots. It seems to me 
that the only possibility for the use of these particular ships would 
be by the Military Sea Transportation Service on long-term time 
charters from private owners who would build them; or for operation 
by the industry in the foreign trade, although 2 or 3 might be used in 
the Atlantic coastwise trade. 

Senator Porrer. Why couldn’t they be used here? 

Mr. Conry. Because of their size. 

Senator Magnuson. You mean, they can’t come in? 

Mr. Conry. No; they can’t come in or turn around. For instance, 
the only place that these large tankers have been using recently is at 
the Richmond dock off California Bay. 

Senator Magnuson. You are speaking solely of California? 

Mr. Congr. You can’t get up the Columbia River with a full T-2 
tanker at the present time. 

Senator Magnuson. You can get into Puget Sound. 

Mr. Conry. But there again, you have the limiting factor of capac- 
ity. The capacity is too great. ‘These large tankers ‘of 250,000 barrels 
in each cargo load are so great that the shore facilities can’t take it, 
because the rate of consumption of those products—— 

Senator Porrer. What is the size of the tankers you operate now, 
how many barrels? 

Mr. Coney. About 140,000 barrels is the maximum size. So it is 
all geared together. It is the amount of consumption per month as 
compared with the storage facilities, as well as the harbor facilities. 

Senator Magnuson. That is why they are opening some new refiner- 
ies in the Puget Sound area, to take the big tankers? 

Mr. Coney. No. The refineries are taking the Canadian crude. 

Senator Magnuson. But they could also take the big tankers? 

Mr. Coney. They could. If the ships were used in foreign trade, it 
would be necessary to have a construction subsidy as well as an oper- 
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ating subsidy. The major oil companies, I feel sure, would not be 
interested in a proposition involving subsidies. However, indepen- 
dent tanker owners, who in the last 15 years have increased their pro- 
portion of the American tanker fleet from 13 percent of the total in 
1938 to 33 percent at the present time, including contracts for new 
building, would be particularly interested in such an arrangement. 
Any construction subsidy should be paid directly to the shipyard and 
not to the tanker owner. This subsidy should be calculated so as to 
allow the purchase of an American-built vessel at a cost equivalent to 
that of a foreign-built vessel, thereby allowing for competition in 
capital costs, amortization, and insurance. 

Senator Buruer. Why do you say it should be paid directly to the 
shipyard. 

Mr. Coney. Because it is the shipyard that is getting the benefit 
of this particular thing. The restrictions should not be on the ship- 
owner but on the shipbuilder. 

Senator Burier. But under our law it is the owner. I thought our 
law provided that the owner got the subsidy and not the yard. 

Mr. Conny. That is the operating subsidy. I am talking about a 
construction subsidy. 

Senator Burier. I am talking about a construction subsidy, too. 
I thought under existing law the owner or any person contemplating 
the construction of a vessel got a subsidy if that vessel met certain 
requirements, that the yard doesn’t get it. 

Mr. Conny. Well, you built previously 12 national defense tankers. 
The way they operated that particular situation was that they got a 
price on what a commercial tanker would cost of the same dimensions, 
or of the same carrying capacity, and at commercial speed, and they 
got an estimate as to what the Navy Department 

Senator Magnuson. But that is to the account of the Government. 

Mr. Coney. They paid the difference directly to the shipyard. 

Senator Magnuson. But the ship was built to the account of the 
Government. 

Mr. Coney. No, it wasn’t. It was built by the private operator. 

Mr. Suettey. That was only for the national defense features. 

Mr. Conry. But the national defense features in that particular 
case included a lot of things that carried over in the extra cost of the 
operations of the ships. 

Mr. Suetiey. That is true. But that is one of the things that, if 
I may, Mr. Chairman, I had some discussion about, about the neces- 
sity of separating completely the costs for the national defense fea- 
tures and let the Government pay that directly to the yard, if they 
require it be incorporated, and then having a different set of books 
completely on the whole subsidy angle. 

As to the construction subsidy, if a line comes in and says that they 
want such and such a vessel built, and it is appproved by the Federal 
Maritime Administration, and they make a contract with the yard to 
build it—let us take a round figure of $50 million—and they have 
arrived at a contract with the steamship company that will operate 
it and wants that vessel, let us say, for $35 million, and they will take 
it at $35 million, the Government pays the $50 million to the shipyard 
directly and the operator takes the vessel on his payment of $35 
million. But he is getting the construction subsidy and getting the 





4 
£ 








MERCHANT MARINE STUDIES 765 


vessel. That is the way the law has worked up to date; isn’t that 
true ¢ 

Mr. Coney. That is not what I am talking about. I am talking 
about making the American shipyards competitive with the foreign 
shipyards. Ifthe American shipyard is competitive with the foreign 
shipyard, he gets the subsidy. They do exactly the same thing in 
France and in | Italy. That is what I am talking about. 

Senator Burier. I know they do it in those two countries. I 
wanted to know the reason you wanted it done here. 

Mr. Conry. So that an American owner could buy a ship on a com- 
—s basis. 

Senator Buriter. Then you would have almost an unlimited subsidy. 

Mr. ( ‘onEY. How ? 

Senator Burier. To be competitive with the Netherlands, it might 
run up to 60 percent. 

Mr. Conry. I don’t think it is as great as that. 

Senator Burier. They build a fine ship and a cheap ship. 

Mr. Coney. I know im France, on a 30,000-ton tanker, that their 
estimated cost of building that ship was $7,100,000, and I know that 3 
of them were built at a cost to the shipowner of $5 million, $2,100,000 
being absorbed by the French Government and paid to the French 
shipbuilder. 

Senator Burier. But the cost of building a ship in France is almost 
equivalent of that in the United States. But it is not true of Eng- 
land, the Netherlands, Germany, or Japan. It is more nearly true 
of Italy. The Italian cost was approaching ours. But in the other 
countries mentioned you can build a ship much cheaper. 

Mr. Coney. That is correct. 

Senator Burier. Then you would have an arrangement where the 
shipyard would be getting a subsidy of an unlimited amount of 
money, maybe running up as high as 60 percent. I don’t think you 
could sell that to the American people. We have a selling job here. 

We all appreciate the need of a merchant marine, and sometimes I 
think that is why the MSTS has gotten a hold. They appreciate the 
need of it, and to overcome public opinion they have gotten the nu- 
cleus fleet together, and we have to sell the merchant marine to the 
American people to chip away at the MSTS. 

The more we can convince our people that we need it as an arm of 
defense and to carry on normal waterborne commerce, the better 
chance we will have of reducing the Government fleet. 

Mr. Coney. I recognize that. But I was talking particularly about 
this program of building 20 or 30 fast ships, which was just advocated 
by the Department of Commerce and Defense. The MSTS at that 
particular time suggested that these ships be 25,000 tons deadweight 
and have a minimum speed of 18 knots, 

They suggested, as I come to further along in my report, that the 
incentive to the private operator would be that he could turn in his 
T-2 tankers on that. 

Senator Porrrer. Do we have niany privately owned tankers laid 
up? 

apy Coney. There are 44, as of October 8. 

Senator Butter. Forty-four laid up? 

Mr. Coney. Yes, 44 American-flag tankers, and there are some 102 
foreign-flag tankers. 
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Senator Burier. Yet they are building tankers all over the world. 
They are building them up as high as 30, (000 tons. 

Mr. Coney. That is because they cannot cancel them. 

Mr. SuHeitiey. Did some of that layup come from the cessation of 
hostilities in Korea ¢ 

Mr. Congy. No. I think 2 or 3 extra ships in the only market that 
the American-flag tankers can run in, which is the American coast- 
wise market, reduces the rates. We have competing against us 50 
ships operated by the MSTS who are helping to drive down this 


market. 
Senator Porrer. Are they operating about 50 tankers at the present 
time? 


Mr. Conry. Yes; they were operating 57. 

Senator Maanuson. Fifty-five, somewhere in there; you are right. 

What you are trying to say, Mr. Coney, is that if you were going to 
build a tanker of the specification suggested, that you pay the ship- 
yard a comparable cost of what it cost you in the foreign yard and 
subsidy would be paid to the shipbuilder to make up his cost ? 

Mr. Coney. Yes. 

Senator Magnuson. It might be all right, but it is kind of a reverse 
of the procedure we have been following. The amount would be the 
same. The way it is now, we will give it to you and you give it to the 
shipyard, and you would have it paid direct. 

Mr. Conny. Whichever way it comes out. 

Senator Burier. If you did it that way, you would have no off- 
setting of other moneys owed by the Government to the shipping com- 
pany against a discrepancy of price as claimed in the United States, 
the /ndependence, and the Constitution. 

Mr. Suewiey. Is this a little different way of putting your thought? 
The American ship operator who is operating the vessel recognizes 
that he must have an operating subsidy and he is perfectly willing 
to accept whatever question there may be by certain people on the 
whole idea of subsidy, but his field is operating, and that to acquire 
vessels there should be no restriction on him as to where he will 
acquire them or how he will get them, whether here or abroad, but 
that he cannot get them abroad because of the cost difference, because 
of restrictions and the cost difference here, and that then brings into 
play a construction subsidy; but if we are going to have those restric- 
tions, then don’t tie it in with the operating subsidy and make it a 
burden on the operator, but call it what it is, a subsidy to continue 
the skill and the practice of shipbuilding and keep American ship- 
yards alive. 

Mr. Conry. You put it in much better words than I did here. 

An operating subsidy, so as not to be too complicated, could be 
limited to the difference in cost between American and foreign mari- 
time wages, with some limit being placed on the subsidy such as tying 
it to increases in the cost-of- living index. There is a lot more extra 
cost for American operation than just the cost of wages, but I think 
an American operator can get by with it. 

The program for building a nucleus of 20 to 30 large, fast tankers 
as a reserve for national defense would further provide for the re- 
placement of the T-2’s, which are now being operated in large num- 
bers and which will become obsolescent at virtually the same time. 
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In connection with such a program, the T-2’s turned in should be 
placed in laid-up status and not broken out except in case of a national 
emergency. This contemplated building program will accomplish 
another major objective by giving work to the shipyards which, by the 
middle of next year, will be entirely out of new orders. This plight 
of the shipyards is a very serious situation as it is difficult to assemble 
skilled workmen to man the shipyards in time of emergency, and 
they will be lost out of the industry if the shipyards are required to 
shut down. 

Senator Burier. There is testimony before this subcommittee right 
now that in certain shipyards in America some of the early skills are 
already being laid off because of lack of orders. 

Senator Porrer. I think we have testimony of that right here on 
the west coast. 

Senator Burter. Those men will go into other employment and we 
will not be able to get them back unless there is some guaranty of 
permanence. 

Mr. Coney. It is serious. 

However, the only incentive offered to the shipowner for under- 
taking to build these new larger and faster ships was that he could 
trade in his T-2 to the Government for just compensation. At first 
it was felt that such a tradein could be fixed at the world market price 
which would be approximately $1,500,000. However, I wnderstend 
that due to the objections of the Comptroller General, all that will 
be offered is the book value less depreciation, or approximately $1 mil- 
lion. This program may be accepted by a few of the major oil 
companies on a small scale as they most undoubtedly plan an orderly 
replacement program of the large number of T-2’s which they now 
now own. However, this does not bring much relief to the shipyards 
or provide for a large number of ships to be built in the next 2 or 3 
years. It is evident that the inducements offered would not be attrac- 
tive to independent tanker owners, nor for that matter do I think 
it would induce the major oil companies to expedite their planned 
replacement program. It must be remembered that a T-2 tanker 
today would cost some $5,500,000 to replace, and with careful hus- 
banding and maintenance it could be expected that another 10 years 
of life could be obtained from these vessels, which would give a net 
replacement value to the shipowner presently of $2,750,000. There- 
fore, if he should turn it in to the Government, he would lose $1,750,000 
on each vessel. 

I am not suggesting that the Government pay $2,750,000 or any 
more than the shipowner paid the Government for the ships. I am 
talking from the economic point of view, that it would be a fallacy 
for a shipowner who is now operating a ship to turn it in for another 
ship which could not return the money. 

Senator Porrer. If the $1,500,000 were allotted would that make 
a substantial difference as to the incentive of turning them in? 

Mr. Coney. Not too much from an independent tanker point of 
view. Of course, at the present time I imagine there are a lot of 
American tanker owners who would like to turn their tankers in 
for much less than $1,500,000. 

This wasn’t the question of turning them in to the Government. 
This was turning them in to the Government in turn for taking a 
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contract for building these new ships, which is a different proposition. 

Senator Porrer. A trade-in allowance ? 

Mr. Conry. Yes. 

Senator Porrer. I would just like to observe that the Comptroller 
General is certainly running the merchant marine to the ground. 

Mr. Conry. There does not seem much question about that. 

Mr. Suetiry. By remote control. 

Senator Porrer. He has countermanded every decision that has 
been made over there. 

Senator Magnuson. The Comptroller General has gone on the 
basis that the use of that tanker, creating the profits, would knock 
down the price that the Government should pay back the benefits to, 
and that there would be some who would be glad to turn it in and 
take those use profits and not build a new one, but if they turn it in 
when they are required to build a new one, they are going into further 
obligations which would not be economical. 

Mr. Coney. That is right. 

It may be argued that the larger and faster vessels operate so much 
more economic ally that the difference could be easily absorbed in the 
savings in operating costs. 

That is true to a certain extent. A ship of 28,000 deadweight tons 
operating at 16 knots will carry approximately twice the cargo in 
the same length of time that a T-2 will. It might be argued and 
can be demontrated that the larger, faster ship can carry the cargo 
at a very considerable saving in cost of operation, but you cannot use 
all the T-2’s that are now in service, I mean, you cannot use all of 
the big ships that would be required to replace the T-2’s that are now 
in service. 

However, the capital charges are so great that the savings in operat- 
ing cost would not be compensatory. Furthermore, only” a compara- 
tively few additional supertankers could be used in eastern seaboard 
coastwise trade, as there, too, it will be found that the largest feasible 
tanker is, for the majority of ports, between 16,000 and 18,000 dead- 
weight tons; and if this smaller size vessel was built, the transporta- 
tion costs would be higher than presently experienced with the T-2’s. 

I believe it can be demonstrated that it will be higher than with a 
national- defense tanker which necessarily, due to the higher speed and 
extra machinery and larger fuel consumption, that it would be hardly 
less advantageous than operating a T-2. I have some figures on that, 

if the committee would like to have them. 

Senator Porrer. You can submit them for the record. 

(The material referred to is as follows:) 











MERCHANT MARINE 


COMPARATIVE OPEBATING 


—T-2 


TABLE 1. 


[ Basis, 


Cost per 





Speed (knots) month 
I tanker 
14 1 $89, O68 
144% 1 89, 261 
14} 189, 446 
18,000 deadweight-ton 
tanker 
15 2 106, 593 
2113. 8&5 
aii ame 2 108, 347 
F 2 115, 639 
l¢ ’ 
2 
16} 3 » 
2119, 368 
| — 2113, 927 
2 121, 219 
26,650 deadweight-ton 
tanker 
1614 --| 3121, 841 
§ 129, 133 
ie tS 3 127, 666 
3 134, 958 


1 From table 2 
? From table 3 
3 From table 4. 


[Basis 









tanker, 18,000-deadweight-ton tanker, and 
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Costs 


26 650-deadweight-ton 
tanker 








Port Arthur to New York (1,840 miles 
4-percent rate 414-percent rate 5-percent rate 
per montt per mont! per month 
Price - 
Inter- otal Inter: Total Inter- otal 
est ost est -~ est cost 
$1, 000, 000 $1. 790 $90, R58 £2 930 $91. 098 $2, 274 $91, 342 
1, 000. 000 1. 790 91, 051 2, 0380 91, 291 2, 274 91 5 
1, 000, 000 1, 790 91, 236 2, 080 91, 476 2, 274 ) 0 
4,125,000 | 7,810} 114,403 | 8,924] 115,517 | 10,037 116, 630 
5, 875, O00 | 11,123 125, 0O8 | 12, 709 126, 594.| 14, 295 128, 180 
000 8, 047 116,394 | 9, 194 117, 541 | WO, 341 118, 688 
000 11, 360 126, 999 12, 980 128. 619 14, 600 130, 239 
, 000 8, 284 118, 537 9, 465 119, 718 10, 646 120, 899 
000 11, 597 129, 142 13, 250 130, 795 14, 903 132, 448 
, 000 8; 521 120, 5¥7 9, 736 121,812 | 10,951 j 123, 027 
50,000 | 11, 834 131, 202 | 13, 621 132, 889 | 15, 208 134, 576 
000 8, 758 122, 685 | 10, 006 123, 93 11, 254 125, 181 
6, 375, 000 | 12,071 133, 290 | 13, 792 135, O11 | 15, 51 l 732 
5, 250, 000 9, 939 l 11, 339 33, 180 12, 773 134, 614 
7,000, 000 | 13, 252 1 15, 118 144, 251 17, 030 146, 163 
5, 750, 000 | 10, 88é 138, 12, 419 40, ORS 13, 989 141, 655 
7, 500, 000 | 14,199 149, 157 | 16, 249 151, 207 | 18, 247 158, 205 


Tasle 2.—T-2 Tanker 


Port Arthur to New York (1,840 miles] 


14 knots 
290 barrels 


144knots 
295 barrels 
; 


144% knots 
300 barrels 


per day per day per day 

Wages and payroll taxes $29, 50 $29, 500 $29, 500 
Subsistence, 43 men, at $2.14 per man per day 2, 7E 2, 761 2, 761 
Supplies (deck, engine, steward) 5, 000 5, 000 5, 000 
Vessel expense ; 2, LOO 2, 100 2, 100 
Repairs, $110,000 per year 9, 167 9, 167 9, 167 
Insurance 

Hull, $2,200,000, at 244 3, 896 3, 896 } 296 

Increased valuation, $550,000, at 54 256 286 -»6 

Protection and indemnity, 10,200 gross toms, at 1.35._.-- 1, 148 1, 148 | 1, 148 

War risk, $2,750,000, at 340 688 683 688 
Depreciation, $1,000,000, 10 years. ’ "i x 8, 333 8, 333 8, 333 
Agency fees. 4 > 660 660 660 
Port charges on 4 5, 500 5, 500 5, 500 
Bunker fuel, at $1.97 per barrel: 

7,629 barrels... = peek risa tnsisaktpimmnindlaaalee lend 15, 029 . 

7 barrels... 2 15, 222 

7,821 barrels.... 15, 407 

Ce = hacia 5, 000 5, 000 5, 000 
Cost per month (excluding interest)..........-. 89, 068 89, 261 89, 446 
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Mr. Conry. The tanker industry during the last two national emer- 
gencies did a magnificent job, meeting every requirement put upon 
it and overcoming the many obstacles that had to be surmounted with- 
out fanfare, and unfortunately without much appreciation either. 
The tanker owners have been stepchildren so far as the Government 
is concerned since the beginning of World War II. At that time, 
when all of the vessels of the United States were being requisitioned, 
a bareboat-charter rate was established which gave a higher return 
to the dry-cargo vessels than it did to the tankers. It has been his- 
torically proper on a bareboat-charter basis to obtain a higher rate 
on the open market per deadweight ton for tankers than for dry- 
cargo ships due to the fact that the cost of building a tanker is con- 
siderably more per deadweight ton than the cost of building a dry- 
‘argo ship, and that the usable life of the tanker is much less due to the 
type of cargo handled. However, the basic bareboat-charter rate for 
tankers was set at $1.15 per deadweight ton, while the bareboat- 
charter rate for dry-cargo vessels of comparable age, size, and speed 
was set at $1.25 per deadweight ton. 

Furthermore, when the Ship Sales Act was enacted, dry-cargo ships 
were offered at 50 percent of the prewar domestic cost, while it was 
proposed to charge the tanker industry 100 percent, and this was 
eventually reduced to 8714 percent. The only justification for this 
discrimination that I ever heard advanced was the fact that the oil 
companies could afford to pay the higher prices and therefore should 
doso. This, to my way of thinking, is and was entirely un-American. 
Every American citizen, regardless of how much money he has, should 
be treated on the same basis. The net result was that the independent 
tanker owners had to pay 8714 percent of the war-built construction 
prices as compared with 50 percent paid by any dry cargo purchaser. 

The intent of Congress, as expressed in the various shipping acts, 
is to encourage and foster a strong American merchant marine. How- 
ever, in the administration of the Ship Sales Act, price seemed to be 
the only consideration, and operating experience and knowledge of 
the business was given little, if any, weight in the allocation of vessels 
to be sold. The result was that a great number of ships were sold to 
speculators, financial institutions, educational institutions, and other 
persons who had not the slightest knowledge or intention of continuing 
American shipping. 

Senator Porrer. What would educational institutions be doing 
with tankers? 

Mr. Conry. I don’t know. They got them. 

Mr. Suetixy. Who, for instance? 

Mr. Conry. The University of Chicago, for one. I could say this 
Chinese institution for social welfare that Newbold Morris was the 
head of, and so forth and so on. 

Senator Porrer. He burned his ears a little bit on that; didn’t he? 

Mr. Conry. I think he did. But nevertheless, it was not much ap- 
preciated, because you must remember there was great competition 
for these ships. They were allocated. Consequently, it was a serious 
situation when a lot of people who were not in the business got these 
ships. 

At the start of the Korean emergency a shortage of tanker tonnage 
was experienced by the military and, to meet their needs and spread 
the burden of supplying the ships equally, a voluntary tanker pool 
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was formed in which 99 percent of all American tanker owners con- 
tributed their tonnage under a rate fixed by the Maritime Administra- 
tor at USMC plus D5 percent. The tanker industry met every re- 
quirement of the Armed Forces promptly and fully. During the 
period of the emergency world tanker market rates were at times as 
high as 200 percent above USMC rates. A great number of con- 
tributors to the pool were forced during its operation, in order to 
meet their commitments, to go outside and charter vessels at the 
higher market rates, and the net result was that the American tanker 
industry contributed a reverse subsidy to the Government of $35 
million. 

Senator Magnuson. Let’s not weep too many crocodile tears. You 
all made money. 

Mr. Coney. After all, why be the only industry that is required 
to contribute to the United States Government ? 

Senator Magnuson. Well, tanker tonnage was pretty tight in those 
days. You could use a tanker any place and every place. If you 
had one, there were all kinds of people who wanted to use it. 

Mr. Conry. Well 

Senator Maenuson. That was an unusual situation. It doesn’t 
contribute anything to a long-range, stable, adequate tanker fleet. I 
will agree with you on that. 

Mr. Congr. You must remember, Senator, that this so-called vol- 
untary plan was practically under duress. If you didn’t contribute, 
you were subject to individual requisition of the ship. 

I think possibly in some program like this that requisitioning ships 
should only be done over the entire merchant marine, and then only 
in the case of a national emergency and not individual requisitioning 
of ships. 

The war-shipping rates were established by the War Shipping 
Administration as a just and proper rate which was charged to in- 
dustry when WSA operated the ships and was collecting the freight 
moneys. The increase in the cost of operations of a T-2 tanker from 
the date at which the war-shipping rates were inaugurated to the 
time the tanker pool started was approximately 40 percent. Never- 
theless, the Maritime Administrator set the rate at plus 25 percent, 
and even this is subject to renegotiation. 

We asked at that particular time it be exempt from renegotiation, 
but it was denied. 

At the present time tanker rates are badly depressed to as much 
as 50 to 60 percent below USMC rates, which is substantially below 
cost of operation, and over 44 American-flag tankers were laid up as 
of October 8, 1953; and in the face of this the Government continues 
to compete with the private operator through MSTS in operating 
some 50 tankers which in all fairness should be immediately put into 
the reserve fleet, and the business given to American owners if the 
independent tanker owners are expected to survive. 

A large number of bills pertaining to the merchant marine were 
introduced, and some passed, in the Ist session of the 83d Congress, 
and it appears that Congress is earnestly attempting to take con- 
structive steps toward rejuvenating these sick industries, i. e., Ameri- 

‘an shipping and shipbuilding. I very respectfully suggest that these 
objectives be pursued further along the following lines : 
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1. Pass the bill requiring Government departments to use existing 
commercial shipping facilities, and to use Government-operated ves- 
sels only when such facilities are unavailable. 

Mr. Sue.tiey. You mean such private facilities ¢ 

Mr. Conry. Yes. Some progress has been made toward the dry- 
cargo phase of this arrangement, but very little so far as tankers are 
concerned. There is no reason why MSTS should still be operating 
50 tankers at the same time that privately owned tankers are being 
forced into idle status due to the depressed tanker market, and these 
MSTS ships should be immediately withdrawn and placed into layup. 

If these ships are to be used as a nucleus for a lay-up fleet for a 
national emergency, it would be much better for the Navy to lay their 
ships up in a very thorough manner where they would be in a con- 
dition to be immediately useful when they are broken out, than it 
would be to have a private operator lay his ship up in a temporary 
status because he has no business for it. When you did have to break 
it out, it wouldn’t be in condition to be operated unless it did have 
a great deal of repairs. 

2. If more work is to be obtained for the shipyards, then I would 
advocate that some sort of a subsidy, such as that given by France 
and Italy, be given directly to the shipyards to bring their delivery 
cost to the owner within competitive bounds. Furthermore, if it is 
desired that a fleet of 20 to 30 large, fast tankers be maintained, the 
only operations in which they would be practicable, other than time- 
chartering to MSTS, would be in the offshore foreign runs, and to 
operate under the American flag would require some sort of simpli- 
fied operating subsidy. 

3. The mortgage insurance bill recently passed is a step in the right 
direction, but I believe this bill should be amended so as to make it 
more acceptable to financing institutions by enlarging the reasons for 
default and withdrawing the final amendment regarding the substan- 
tial reduction in interest below that which would be ordinarily charged 
without the insurance. 

Senator Porrer. You think that amendment should be withdrawn? 

Mr. Conny. At least, it should be clarified because the question 
there is, What does it mean? 

Senator Porrer. The difficulty you have is that an interest figure is 
set and that becomes the figure irrespective of the market. Suppose 
they put in the bill that you couldn’t pay an interest rate of more 
than 41% percent? 

Senator Butter. That is what it is now. 

Senator Maanuson. No. 

Mr. Contry. That isn’t where the trouble comes in. The trouble 
comes in because the interest rates vary. When you say that the inter- 
est rate without the insurance 2 years ago was at least 1 percent lower 
than what you could borrow money from loaning institutions now, 
the question would arise, What is “substantially lower” than the in- 
terest rate that would be charged? There is too much time for Mr. 
Comptroller General to get in and say, “You should have done some- 
thing else. 

Senator Magnuson. I want to say that I think the committee and 
you have the same idea about interest rates. We did struggle for a 
whole day to write the right kind of language that would accomplish 
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our purpose. I don’t know yet whether the language was right or not, 
but we were conscious of just what you are talking about. 

Mr. Coney. I think it is a step in the right direction. 

Objective No. 4: The shipping industry has been one of ups and 
downs throughout its history, and therefore some provision should 
be made for flexible depreciation rates with a maximum term in which 
to complete the depreciation of 20 years and with an additional 5 per- 
cent optional writeoff in any year. This would allow for more rapid 
writeoff while the ship is new and has a high earning capacity, as well 
as providing for higher writeoffs in good years and ‘lesser writeoffs in 
bad years. This is only feasible if such election by the owner is con- 
clusive and not subject to revision by the Government. 

It is my sincere hope that my comments may in some small way be 
helpful to your committee in arriving ata constructive program w hich 
will be beneficial to the American merchant marine. 

Senator Porrer. I wish to thank you. It was an excellent state- 
ment. I know when we get back and study all the recommendations 
that have been made, your views will receive very serious consid- 
eration. 

Mr. Coney. Thank you very much for the opportunity of testifying. 
Are there any questions ? 

Senator Macnuson. Mr. Coney, I think the record ought to have 
one answer. It probably will be general. Senator Butler has taken 
a look at some of this. But tanker construction, generally, is on the 
increase in foreign yards and on the decrease in our yards; isn’t that a 
correct statement ? 

Mr. Conry. I don’t think there is any increase because I don’t think 
any of the foreign yards have any new contracts for the construction 
of tankers. They ‘had a tremendous backlog, and the only reason 
why the foreign tankers were built in the United States at all was 
that England hs ud tank deliveries up to 1956 and 1957, Holland about 
1955, Germany about 1956, and so with the tanker race being very 
high at the time they gave the orders to the United States. 

Senator Magnuson. In other words, the ways were clogged over 
there ? 

Mr. Coney. That is right. 

Senator Maenuson. But the whole situation worldwide has 
changed considerably ? 

Mr. Conry. Yes, and there have been a couple of tankers canceled 
in Germany, England, and Holland. 

Senator Magnuson. That points up, as you have pointed out, that 
the fifty-some tankers operated by MSTS are probably not necessary 
at this time. 

Mr. Conry. No, they are not. 

Senator Porrer. Thank you very much. 

Our next witness is Mr. Skinner. Mr. Skinner represents the 
Alaska Steamship Co. 


STATEMENT OF D. E. SKINNER, VICE PRESIDENT AND GENERAL 
MANAGER, ALASKA STEAMSHIP CO. 


Mr. Sxrnner. My name is D. E. Skinner. I am vice president and 
general manager of the Alaska Steamship Co., a company which has 
served the Territor y of Alaska since 1908 and whose home port is 
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Seattle, Wash. It is represented by 16 agencies in the Territory of 
Alaska and an office in Washington, D. C. 

This statement on the subject Alaska operations is offered in re- 
sponse to an invitation from Senator Charles E. Potter, chairman, 
Special Subcommittee on Maritime Subsidies. 

My company is the only water carrier providing cargo berth serv- 
ice from Puget Sound to all of Alaska—Ketchikan to Kotzebue—and 
the only water carrier providing scheduled year-round passenger serv- 
ice to the major ports of the southeastern—Ketchikan, W: rangell, 
Petersburg, Juneau, Sitka—and southwestern—Seward, Valdez, 
Cordova—Alaska districts. I wish to supplement my brief of 32 
pages and 18 exhibits with the following comments. 

The Alaska water transportation trade is unique and not com- 
parable to any other trade under the American flag. The trade’s basic 
and peculiar characteristics may be briefly outlined as follows: 

1. Service to a small population—130,000—through 93 ports scat- 
tered over great areas and separated by great distances. The coast- 
line of Alaska—26,000 miles—is 2.000 miles longer than the coastline 
of the continental United States—24,000 miles. 

2. The nature of the trade is seasonal and unbalanced. 

3. Navigational hazards are sudden and many. Ice in the winter 
and storm conditions throughout the year are commonplace. Ex- 
treme tidal ranges prevail in all areas and the combination of these 
and narrow channels in southeastern Alaska make for most hazardous 
conditions. 

4. Many small shipments to many ports and destinations compli- 
cate the loading problem. During the first 8 months of 1953, 152 
terminated voyages included calls at 970 separate docks. Two 
hundred tons or less of cargo was handled in over 50 percent of these 
calls. 

Senator Burier. Is it necessary in those cases that you have a pilot 
when you go into those ports? 

Mr. Skinner. No, our captains and mates are recognized as local 
pilots, so to speak. 

Senator Butter. Otherwise, you couldn’t operate? 

Mr. Skinner. That is right. 

Because of the small communities, large warehouses cannot be sup- 
ported. For this reason the Alaskan people must depend on frequent 
and regular steamship service. Such is the nature of the all-Alask: 
trade. 

5. Inadequate terminal facilities. 

6. Long periods of interrupted service due to labor-management 
differences. 

The need for regular and efficient cargo and passenger service 
to all of Alaska on a year-round basis. 

8. High cost of operating ships and handling cargo. 

9. The encroachment on privately operated freight and passenger 
service by military and other governmental agencies. 

It can’ be said that Alaska is its own worst enemy. Some of the 
above characteristics of the Alaskan trade such as its small popula- 
tion, seasonal trade, and the navigational hazards present. problems 
over which the Alaskan people have no control. Certainly the fu- 
ture of the industrial and military economy in the Territory rests 
with the solution of these and the other unnatural problems. 
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The keynote to serving all Alaska is flexibility. In order to satisfy 
the needs and demands of the United States northernmost territory, 
any steamship operator must have large ships to serve the large ports 
and small ships to serve the small ports. This operator must have 
adequate freighters to supply the military and civilian needs for 
northbound cargo space and must be able to coordinate this with the 
seasonal southbound movement of the fishing and wood products. 
Adequate reefer space is required by the military and civilian in ad- 
dition to the demand for the handling of dry cargo tonnage. In con- 
junction with a cargo fleet the Territory depends upon year-round 
scheduled passenger accommodations to satisfy the needs of the Alas- 
kan for 9 months of the year and the 3-month summer tourist business 
on which the economy of Alaska greatly depends. 

The inadequate terminal facilities over which cargo moves to the 
large military and civilian centers of the Anchorage-Fairbanks area 
have greatly contributed to the inability of the steamship operator 
to produce a more efficient transportation service at what is considered 
to be reasonable rates. These outdated terminals present one of the 
major obstacles toward improving water transportation service to 
Alaska during peacetime and they are recognized as a bottleneck 
to the military defense of the Territory and the United States during 
war. The United States Congress should financially assure the De- 
partment of Interior’s Alaska Railroad of being able to construct an 
appropriate dock at Seward, Alaska, to handle the hundreds of thous- 
ands of tons of defense and civilian cargoes moving through this 
gateway to Anchorage and Fairbanks. The present appropriation of 
$1.5 million for this purpose is far from adequate. It is vitally im- 
portant that this dock accommodate not only the handling of cargo for 
the Government-owned Alaska Railroad but also for the privately 
owned trucker who serves the Seward-Anchorage-Fairbanks High- 
way. 

The inability of labor and management to assure uninterrupted 
service to the water-dependent people of Alaska has contributed a 
great deal to the high cost of living, to the marginal operation of the 
berth operator and a reduced payroll to the seamen and longshoremen 
in this area. The people of Seattle and Alaska—labor, management, 
and civic officials alike—have recognized the dependency of the Ter- 
ritory on water transportation. Last year each group has noted the 
economic and social chaos which comes with interrupted steamship 
service. Recently, through the offices of the mayor of Seattle, these 
three groups found a common meeting ground. Much good has come 
from this Waterfront Advisory Committee which meets periodically 
whether waterfront conditions be peaceful or troubled. This group is 
effective because they want to be, not because they have to be. We 
in the Puget Sound area feel that organizations of this kind offer the 
greatest hope for maritime peace, and that this peace is essential to 
the growth of the Alaskan Territory, not to mention the survivai of 
the private maritime industry. 

The high cost of operating ships and handling cargo has played a 
large role in the necessarily high rates required to provide water 
transportation. Over 4 years ago the Alaska Steamship Co. pur- 
chased approximately 300 steel and plywood weatherproof containers, 
each providing 144 cubic feet of space to protect valuable cargo from 
excessive handling, breakage, pilferage, and weather damage. Ex- 
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perience in handling cargo in these units over the past few years has 
opened the door to the possibility of handling a large volume of 
cargo—valuable and nonvaluable alike—in units of all sizes. It was 
apparent that if this could be done, cargo could be moved across the 
inadequate terminals direct to the consignee’s door, and if this could 
be done breakage and pilferage could be greatly reduced; marking, 
strapping, and packaging by the shipper could be reduced and in some 
cases avoided, as could checking and sorting by the consignee. 

Since the first of this year, the Alaska Stea mship Co. - has put into 
effect a unitization program which has produced the above benefits to 
both the shipper and consignee. The company has invested several 
hundred thousand dollars in units of varying sizes, in addition to 
accepting a reduction in each vessel’s capacity due to the space con- 
sumed by these various units. The carrier has also underwritten 
the expense of returning the empty containers. Containers from 40- 
foot vans providing about 2,000 cubie feet down to collapsible units 
of 60 cubic feet are being used. Old lift trucks have been modern- 
ized and some of these have been replaced with new units. Where 
necessary, electric trucks have replaced gas-driven lifts. 

None of this could have been accomplished without the cooperation 
of the men on the docks and in the ships—in Seattle and in Alaska, 
‘These men who have made this operation successful have seen the 
improvement and have been encouraged by it. The expeditious han- 
dling—claim free—has meant a return to the water carrier of certain 
freight which we had lost to the airlines. Other cargo which was 
moving on unmanned barges was returning to the steamship. The 
shippers and consignees are purchasing lift trucks to handle these 
units in increasing numbers. Last month two docks in Alaska reduced 
their published handling charges by as much as $1 per ton for cargo 
moving in these units. Incidentally, this is the first reduction to any 
phase of the Alaska transportation service since World War II. The 
operation could not succeed without mangement’s investment and 
labor’s cooperation. It seems to be a step in the right direction 
toward a progressive merchant marine in Alaska. 

We have no Government subsidy, and we ask for none. At this 
time, gentlemen, unless I did not hear correctly, I think I should cor- 
rect the statement that Mr. Sevier made with respect to the Lurline. 
We also have four passenger ships which we operate throughout the 
year. They, too, are not privided with a Government subsidy. We 
do, however, ask that those who are responsible for the future United 
States merchant marine take into consideration the complexities of 
the Alaskan trade by thinking in terms of a small, special type ship 
which satisfies the peculiar conditions which exist there. Until such a 
ship is built we ask that those who are responsible for the present 
United States merchant marine continue to support that company 
or those companies who have undertaken the job of serving what has 
been called the most undesirable trade in the world, by simply con- 
tinuing to make available those ships owned by the United States 
Government which are adequate for use in Alaska but are not available 
on the private market. 

It is interesting to note that the so-called outports of Alaska con- 
tribute approximately 45 percent of the annual north- and southbound 
tonnage of the Alaska Steamship Co. No other berth operator has 
seen fit to serve these ports. 
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In order for this or any other company to move this tonnage during 
a relatively few months of the year, we firmly believe that the Federal 
Government should: 

1. Continue to charter C1 MAV1- or Rl MAV1-type vessels, which 
are not available on the private market, under the terms of the 
Alaska addendum of ship sales demise 303, and 

2. Provide legislation for Alaska steamship operators to turn in 
obsolete tonnage at a fair value for Government-owned tonnage, all 
of which would tend to modernize the Alaska water transportation 
fleets by using Government tonnage of the surplus fleet that is not 
ay ailable on the private market, and 

Make it possible to purchase Cl MAV1- and/or Ri MAV1-type 
vessels for exclusive use in the Alaska trade by any operator at a 
price per deadweight ton consistent with that of the Liberty-type 
vessel under the recent ship-sales program. 

In connection with the word “obsolete” I noticed a certain surprise 
by members of the committee that there were still ships operating in 
1918. The oldest ship in our fleet was built in 1875. She is called 
the Victoria, and is the oldest ship in the United States merchant 
marine today. 

In order that the private steamship operators serving Alaska be 
able to fully develop transportation service for cargo and passengers 
to and from the Territory, it is imperative that these operators to 
and from the Territory receive the full support of all governmental 
agencies including the military or ganizations. Private tonnage must 
have the opportunity to participate in the movement of military 
dependents in order to safeguard the future of the passenger ship 
and to participate in the movement of military cargo in order to 
develop a more efficient fleet of cargo ships, 

It is the company’s sincere belief that the needs of the Alaskan 
people can best be satisfied by a privately operated merchant marine, 
but that this can only be assured through the combined constructive 
efforts of labor and management, with the assistance of the Federal 
Government through its Department of the Interior, Federal Mari- 
time Board, and committees of the Congress. 

Thank you. That is all I have. 

Senator Porrer. I wish to thank you, Mr. Skinner, for finishing 
along a line which I as one member of the committee knew little 
about. 

Mr. Sxinner. I hope you will find time to go through the brief and 
exhibits. 

Senator Porrer. The exhibits and the brief will be made a part of 
the record. 

(The material referred to is as follows :) 


FaoTruaL OUTLINE OF ALASKA WATER TRANSPORTATION 
INFORMATION SOURCES 


A. Regulatory decisions 

Ex Parte 1—Alaska Rate Investigation (1919), 1 U. 8. S. B. 1. 

U. 8S. M. C. ped ke ts 571, Alaskan Rates; 572, Alaska Rate Investigation No. 2 
(1941), 2 U. M. C. 558. 

U.S. M. C. Doc a 571, Alaskan Rates; 572, Alaska Rate Investigation No. 2; 
611, Surcharge—Alaska Trade; 2 U. S. M. C, 689 

U. S. M. C. Docket 641, Increased Rates, to, from, and within Alaska (1947), 
2 U.S. M. C. 807. 
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U. S. M. C. Docket 661, Alaska Rate Investigation No. 3 (1948), 3 U. S. M. C. 43. 
Reports of Examiners, U. 8S. M. C. Dockets 641 and 661, submitted herewith. 
U.S. M. C. Docket 711, Alaska Rate Hearing; 721, Alaska Rate Hearing. 

B. Congressional hearings and reports 

Alaskan problems, before a Subcommittee of the Committee on Merchant Marine 
and Fisheries: 

Part 1, May 27, 1946. 

Part 2, August 5, 12, 1946. 

Part 3, July 22, 24, November 21, 1947. 
Part 4, March 29, 1948. 

Part 5, May 14, 18-20, June 4, 1948. 

Providing Ocean Transportation Service to and from Alaska until July 1, 1948, on 
House Joint Resolution 122 and House Joint Resolution 123, before the Com- 
mittee on Merchant Marine and Fisheries, February 13, 1947. 

Statehood for Alaska, on H. R. 206 and H. R. 1808, before the Subcommittee on 
Territorial and Insular Possessions of the Committee on Public Lands, April 
16-18, 21-24, 1947. 

Alaska, before the Subcommittee on Territorial and Insular Possessions of the 
Committee on Public Lands, August 30-September 12, 1947. 

Committee Document No. 10 (80th Cong.), Report of the Technical Committee 
appointed to advise the Subcommittee on Alaskan Problems of the Committee 
on Merchant Marine and Fisheries. (See Hearings on Alaskan Problems, 
pt. 5, p. 697.) 

Committee Document No. 40, the Report of the United States Maritime Commis- 
sion pursuant to Public Law 12 (80th Cong.). (See Hearings on Alaskan Prob- 
lems, pt. 5, p. 820.) 

Committee Document No. 45, Second Report of the United States Maritime Com- 
mission pursuant to Public Law 12 (80th Cong.) (See Hearings on Alaskan 
Problems, pt. 5, p. 834.) 

Committee Document No. 49, Third Report by the United States Maritime Com- 
mission of Alaskan Ocean Transportation Activities, in accordance with sec- 
tion 2, Public Law 12 (80th Cong.). (See Hearings on Alaskan Problems, 
pt. 5, p. 838.) 

House Report 1272 (80th Cong.). Transportation in Alaska. (See Hearings 
on Alaskan Problems, pt. 5, p. 842.) 

Public Law 12 (80th Con.). (See Hearings on Alaskan Problems, pt. 3, p. 337.) 

Report, dated November 28, 1947, by F. W. Isherwood, showing his examination 
and conclusion with reference to the ports of Ketchikan, Wrangell, Petersburg, 
Juneau, Haines, Skagway, Sitka, Seward, Valdez, Cordova, Anchorage, and 
Whittier. (See Hearings on Alaskan Problems, pt. 5, p. 790.) 

Report No. 39 (80th Cong.), Publie Law 12, accompanying House Joint Resolution 
122. (See Hearings on Alaskan Problems, pt. 5, p. 815.) 

Senate Document No. 159 (80th Cong.) President’s Message to Congress. (See 
Hearings on Alaskan Problems, pt. 5, p. 891.) 

Victor Gruber Report of March 15, 1952, to Port Utilization Division, Defense 
Transportation Research Report September 25, 1952, Pacific Maritime 
Association. 

Special Research Report, August 12, 1953, Pacific Maritime Association. 

C. Publications 

Mid-Century Alaska, United States Department of the Interior (1953). 

Alaska, Its Resources and Development (U. S. Government Printing Office, 1938). 


Retail Prices in Alaska, by Henry A. Burd, marketing department, University of 
Washington; Alaskan Problems (pt. 5, pp. 676-682). 

D. Documents 

Interim Contract (USMC-—c-60—018), Hearings on Alaskan Problems (pt. 5, 
pp. 822-829). 

Arbitration Decision in Respect to Allocation of Shipping and Routes for Areas 
To Be Served Under Interim Contract, Alaskan Problems (pt. 5, pp. 829-883). 

Supplement 1 Arbitration Decision, dated April 2, 1947. 


ALASKA STATISTICS 


Alaska covers an area of approximately 590,884 square miles, roughly one-fifth 
the size of the continental United States. Its irregular rugged coastline measures 
about 26,000 miles as compared with 24,000 for continental United States. The 
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entire Territory lies between the meridians of 130° and 173° west longitude and 
the parallels of 51° and 72° north latitude. The land is bounded on the south 
by the Pacific Ocean, on the west by the Bering Sea, Pacific Ocean, and Arctic 
Ocean, on the North by the Arctic Ocean and on the east by Canada. Over one- 
third of the land mass lies north of the Arctic Circle. The areas is divided into 
four political divisions. 

Alaska has short summers of almost 24 hours of daylight and long dark 
winters, severely cold in the interior and in the Arctic areas. The coastal zones 
ranging north from the Alaska Peninsular are icebound and closed to navigation 
during a major portion of the year. ‘The land bordering the Gulf of Alaska 
including most of the southeastern panhandle is generally mild with high pre- 
cipitation. 

The population, 1950 census, was 126,661, including approximately 36,000 na- 
tives and 28,000 Government employees. The density of population is .21 persons 
per square mile as compared with approximately 42 persons per square mile 
in the United States. 

There are roughly 1,000 towns and places scattered along the seacoast and 
throughout the interior, many of which are native villages. The 1950 census 
shows that the largest town had a population of about 11,060. Only 11 had 
populations in excess of 1,000, and augmented by military project workers, the 
population of the Fairbanks district was 19,1283 and Anchorage district, 31,561. 

The chief industries of the Territory by order of importance are fishing, mining, 
fur, and lumber. Within the fishing industry, salmon is by far the most im- 
portant fish. It is caught and canned in districts from southeastern Alaska to 
ihe Yukon River, the seasons running from late spring in the northern area to 
late summer in the southern, the activity within each district running from 
30 to 45 days. The 1952 salmon catch was valued at $78,961,284. The frozen- 
fish activity has become important, second to salmon canning within the fishing 
industry. Halibut leads the group. with salmon, steelhead and sablefish, in that 
order. The packing of crab and shrimp has assumed large proportions. Freezing 
plants are located in Ketchikan, Juneau, Sitka, Pelican, Wrangell, Petersburg, 
Cordova, Seward, Kodiak, and Sand Point. The estimated value of these fisheries 
items together for 1950 was about $10 million. 

The 1952 mining production was valued at $21,033,000, the 3 chief items being 
gold, coal, and sand and gravel. The production of gold by region is: (1) 
Yukon River Basin, (2) Seward Peninsula, (3) northwestern Alaska, (4) Cook 
Inlet. 

Fur industry activity centers along the Kuskokwim River and in the land 
bordering Bristol Bay, in addition to the Pribilof Islands. The worth of the 
total poduction for 1952 was $5,979,054. 

The value of lumber cut in 1952 was $4,225,000 from mills located at Whittier 
in southwestern and at Ketchikan, Wrangell, Sitka, and Juneau in southeastern, 
the latter region being that of the greatest timber stands, at present virtually 
untouched. However, only a small portion of the territorial lumber requirements 
are met by Alaskan mills, the major portion being shipped in from Seattle. 

Alaska’s first pulp mill will start operation in 1954. It is located at Wards 
Cove, 7 miles from Ketchikan, is scheduled to produce 300 tons of high alpha 
cellulose a day, increasing to 525 tons per day in the following 3 years. Other 
pulp plants are anticipated for southeastern Alaska within the next 4 or 5 years, 
as is a new plywood mill. 

While not properly identifiable as an industry, the multimillion-dollar defense 
construction projects in the Territory, centered in the Seward-Fairbanks rail 
belt, are accounting for the movement of an unprecedented peacetime volume of 
traffic in this region. 


ALASKA WATER TRANSPORTATION, 1895-1953 


During the gold rush in 1895 a group of Puget Sound shipping men headed by 
Charles E. Peabody organized the Alaska Steamship Co. A few small passenger 
and freight steamers made up the company fleet, which offered service between 
Seattle and southeastern Alaska. In 1900 other Seattle interests organized the 
Northwestern Steamship Co. to serve the Nome gold fields. 

The Alaska Pacific Navigation Co. was formed in 1904 and served Valdez 
and Unalaska. On January 1, 1905, this company sold its vessels to the North- 
western Steamship Co., which then expanded its service to include the Seattle- 
Valdez-Cook Inlet route. 

About this time the Guggenheim interests initiated a program developing their 
copper properties at Kennecott and Latouche. They purchased the Northwestern 
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Steamship Co. to insure adequate transportation for ores and concentrates from 
the mines to Puget Sound. Then in 1908 the Guggenheim people and Charles H, 
Peabody effected a merger. As a result, the Northwestern Steamship Co. was 
consolidated with the Alaska Steamship Co. under the presidency of Mr. Pea- 
body. That expanded the scope of the Alaska Steamship Co. service to cover 
all water routes to the Territory, and ever since that time the Alaska Line has 
had the distinction of offering transportation service to all parts of Alaska 
on a yearly basis. Of the earlier carriers serving Alaska, only the Pacific Coast 
Steamship Co. offered general service over an extended period, but they discon- 
tinued Alaska operations in 1933 and are numbered among the 60 transportation 
companies that through the years have entered and left the trade. 

In 1923 Northland Transportation Co. was founded and offered service to 
southeastern Alaska with occasional trips to southwestern, Alaska Peninsula 
and Bristol Bay. 

A strike tied up Pacific Coast and Alaska steamship operations for an 83-day 
period in 1934, and since that time the maritime unions have progressively 
increased their control over shipping activity in all United States trades. 

In 1935 the Alaska Transportation Co. organized a Seattle-southeastern Alaska 
service. 

Although the Kennecott Copper Co. had plans for opening new deposits in the 
Prince William Sound region, land withdrawals by the Government frustrated 
this program, and as a consequence, when the properties at Kennecott and 
Latouche were exhausted in 1938, mining activity that produced the only sub- 
stantial southbound traffic for Alaska line vessels on a yearly basis ceased to 
exist. 

Now, to the difficulties already inherent in the trade, Alaska Steam faced 
the problems of a one-way haul operation, 

As early as 1939, defense activities in Alaska began to swell the flow of 
northbound traffic, and the facilities of the Alaska Line from that time on until 
our entry into the recent war, handled an ever increasing volume of men, 
materials, and supplies for the military projects in the Territory. Then, in 
the spring of 1942, after years of successful private service, the fleet was requi- 
sitioned by the War Shipping Administration and reassigned to the company 
for operation in accordance with instructions of the Government. The Alaska 
Transportation and Northland Transportation Co.’s operations were similarly 
effected. 

During the wartime operation, in addition to its own vessels more than 40 
newly constructed ships were assigned to the Alaska Steamship Co. for military 
supply transportation activity to operational theaters around the world. A 
lesser number was assigned both Northland and Alaska transportation for 
the same purpose. 

While Alaska service was still under Government control, on August 19, 1944, 
the Skinner & Eddy Corp. purchased the Alaska Steamship Co. from the Kenni- 
cott Copper Corp., a Guggenheim operation. 

In 1947 when the end of Government control of Alaska shipping was in sight, 
the Alaska prewar fleets of 42 vessels of 172,000 gross tons had shrunk te 7 
vessels of 28,000 tons (5 Alaska Steamship Co.—4 passenger ships and 1 
freighter; 1 Northland passenger ship; and 1 Alaska Transportation freighter) 
and there were no wholly suitable replacements of either freight or passenger 
types available. Furthermore, under Government operations during the war 
and postwar periods, labor and other operating costs had increased tremendously, 
and the Government showed a loss of $2,500,000 on the overall Alaskan opera- 
tion for 1945 and a loss of approximately $4 million for 1946, and the Govern- 
ment was ready to discontinue its Aaska service. It was obvious that some 
relief had to be found for the service if it were to be returned to private account. 

Extensive research and detailed studies showed that a revenue increase of 
88 percent was essential for the operators to resume service. Of this, about 
13 percent represented the cost of marine insurance, about 43 percent the cost 
of charter hire on Government-owned surplus vessels and the remainder repre- 
sented the essential increase in revenue to cover the losses on the operation. 

It was recognized that an increase in rates sufficient to produce 88 percent 
additional revenue would be a great burden for Alaska to bear and as a remedy 
the well-known interim plan was devised by which the Maritime Commission: 
provided the necessary cargo ships at $1 per year charter hire and also assumed 
the full hull insurance risk. Thereby the revenue increase necessary was re- 
duced from 88 percent to 35 percent and the Alaskan operators—Alaska Steam- 
ship Co., Northland Transportation Co. Alaska Transportation Co. and Santa 
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Ana Steamship Co. (the latter serving the Kuskokwim)—filed tariffs accord- 
ingly, and the trade was returned to private basis in May 1947. 

On June 1, 1947, the Briggs Steamship Co., equipped with the 445-ton vessel 
Southeastern began service between Prince Rupert, British Columbia, and 
southeastern Alaska, but 5 months later announced the termination of service 
due to insufficient tonnage, lack of local interest and exorbitant operating costs. 
In 1947 the Skinner & Eddy Corp. was consolidated into the Alaska Steamship 
Co. 

On June 30, 1948, slightly more than a year after it was instituted, the interim 
plan expired despite the earnest efforts of the private companies to have it 
continued. This, of course, canceled the Government rate subsidy to Alaska— 
the 53 percent of the 88 percent revenue increase, which had been deemed es- 
sential by the Maritime Commission the year before. This left the operators 
in a hazardous position since their rates were then predicated on government 
aid through the interim plan. Without this assistance the operators in effect 
lost nearly two-thirds of the revenue increase which Congress had judged neces- 
sary in passing the legislation providing for the interim plan 

The Santa Ana Steamship Co. immediately returned its chartered vessel to 
the Maritime Commission. The Alaska Transportation Co. and Northland 
Transportation Co. returned their chartered ships and continued service using 
only their own vessels. The Alaska Steamship Co. continued to serve the trade 
with chartered ships and its own, paying the hull insurance and the Govern- 
ment charter rate which through the demise of the interim plan had increased 
from $1,000 to about $100,000 a vessel a year. Two months later, on September 2, 
the maritime unions of the west coast went on strike and in the course of the 
ensuing 8 months before service was resumed, both Alaska Transportation Co, 
and Northland Transportation Co, retired permanently from the trade. 

During the strike period the Alaska Freight Express Corp., a barge line com- 
mon carrier that had been organized the year before to offer service between 
Seattle and Seward, also withdrew from the trade. This company had chartered 
its equipment from Ocean Tow, Inc., which company had a contract with the 
Alaska Railroad to transport rehabilitation equipment to Seward. Although 
Ocean Tow continued its activity after the strike, it sold its equipment and 
withdrew from the trade in 1949, 

Just prior to the same strike, the Coastwise line with headquarters in San 
Francisco had initiated a service from California ports. Portland and Seattle 
to Seward and like the Alaska Line resumed service after the strike. 

On December 17, 1 week after its first post strike sailing, Alaska Steamship 
Co. in an open letter to the people of Alaska expressed a hope, notwithstanding 
the loss of the interim plan benefits and the tremendous increase in operating 
expenses, of being able to avoid increasing freight rates if (1) the unions would 
cooperate by adhering to the letter and spirit of the new agreements and (2) if 
the maximum utilization were made by Alaskans of company service. This 
letter was based on the premise that the voluntary reduction in number of 
carriers could so increase the Alaska Line traffic revenue as to offset the in- 
creased costs. Furthermore, the company had promised to do “its utmost to 
effect every economy of operation short of curtailing service” to avoid rate 
increases. But despite an aggressive economy and improvement program, it 
became apparent that it would be impossible to avoid a further rate raise if some 
other form of relief were not provided. In an effort to develop a program that 
would provide such relief, in March 1949 Alaska Line executives met with repre- 
sentatives of the Territory of Alaska. Although Gov. Ernest Gruening had been 
a party to organizing the meeting, he was absent from the capital when it 
convened, but had directed that Acting Gov. Lew Williams represent him and 
promised support of any program worked out. A program was agreed upon by 
all present, providing for Territorial support of legislation to return the basic 
benefits of the interim plan to the Alaska trade and recommendations to this 
end were sent to representatives of the Interior Department, Alaska Delegate 
sartlett, and Governor Gruening, but they took no action. 

Certain upward, equalizing rate adjustments have been made, and it is essen- 
tial that a further general rate increase be placed into effect in the very near 
future in order to place the operation on a compensatory basis. For 1949 the 
Alaska Steamship operation resulted in a loss of $116,975. 1950 showed a profit 
of $181,875, 1951 a profit of $6,901, and 1952 a loss of $408,672. 

Although the Alaska trade is uncertificated, permitting any line to operate 
to any or all areas as it desires, only the Alaska Steamship Co. offers general 
service to all Alaska. There are, however, a number of different companies 
offering service to certain specific areas of Alaska: 
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(a) The Coastwise Line, supported by substantial Government cargoes, runs 
a common-carrier service between Los Angeles, San Francisco, Portland, and 
Seattle, on the one hand, and Alaska’s major cargo ports of Seward, Whittier, 
and Valdez, on the other. 

(>) Alaska Freight Lines, a contract carrier for the United States Army and 
commercial carrier, hauling cargo between Seattle and Seward and Anchorage 
Alaska with van, tug, and barge equipment. 

(c) Berger Transportation Co. operating the 532-ton motorship Garland, 
Seattle to Seward and on the Seward-Cook Inlet-Kodiak Island-Alaska Penin- 
sula mail route. 

(d) Foss Tug & Barge Co., Puget Sound Tug & Barge Co., Alaska-British 
Columbia Towing Co., Ltd., contract hauling of construction equipment to various 
Alaska ports and carrying bulk cement. 

(e) Portland Tug & Barge Co., carrying bulk cement between Seattle and 
Seward and Anchorage. 

(f) Anderson Transportation Co., tug and barge operation, Seattle to Cook 
Inlet (general cargo). 

(g) Standard Oil Co. and Union Oil Co. tankers. 

(h) Numerous small craft carrying freight under demise charters, operating 
between Petersburg, Ketchikan, Prince Rupert, and Seattle. 

(i) Canadian National Steamship Co., carrying passengers from Vancouver, 
British Columbia, to southeastern Alaska, 

(j) Canadian Pacific Steamship Co., carrying passengers from Vancouver, 
British Columbia, to southeastern Alaska. 

(k) Union Steamship Co. (Canadian line), carrying passengers from Van- 
couver, British Columbia, to southeastern Alaska. 

(1) Military Sea Transportation Service vessels, transporting military sup- 
plies and personnel betwen Seattle and Alaska military establishments. 

(m) Army transports (same as above). 

(n) Department of the Interior motorships North Star and Mount Edgecumbe 
competing on many commercial routes from Ketchikan to Kotzebue. 

It is evident that with such a broad scope of competition no one company 
has a monopoly in the trade. However, of the 60 different American lines (not 
including cannery-vessel operations) that have entered and left the trade since 
the United States acquisition of Alaska, only 2 have attempted to serve all 
Alaska. Others operated on one or a combination of the several routes. There 
are various reasons for their retiring from the trade. Some of those are listed 
below: 

1. Service to a small population and to many small regular and irregular 
ports scattered over great areas and separated by great distances. 

2. Seasonal and- unbalanced nature of trade. The trade reaches a low ebb 
during the winter months and a peak during the summer months, one-way 
traffic only. 

3. Navigational hazards (delays occasioned by weather, tides, and certain 
obstructed passages necessitating slack-water operation). 

+. High labor costs (shop personnel and stevedoring). Seamens earnings have 
increased nearly 2% times since 1945 and in addition thereto they have won 
pensions and welfare plans and paid vacations. Current labor costs on United 
States freighters are more than 4 times as great as labor costs on comparable 
British-flag vessels as compared with a ratio of less than 3 to 1 in 1945. 

5. Many small shipments to many ports and places. “Milk wagon” or 
“express” service, 2,000 to 4,000 bills of lading per voyage of cargo vessels. 

6. Need for regular service to the Territory on a year-round basis. 

7. High operating costs (labor, oil, food, repairs, ete.). 

8. Limited volume of commercial traffic. 

9. Limited return on capital investment (6 percent after Federal income tax) 
which, however, has never been attained since we have been in the business, 
There must be increased revenue due to increased volume or higher rates or 
both. 

10. Need for reasonable rates to promote the growth and economic development 
of Alaska. 

11. High cost of new replacement of tonnage as compared to the prewar years 
when the trade was served by secondhand vessels, acquired at bargain prices 
much below the cost of their construction. During the war years, the prewar 
fleets of all carriers were highly depleted as a result of : (a) Registration for 
title, (6) war losses, (c) strenuous war service making rehabilitation uneco- 
nomical. 
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12. Limited types of cargo vessels available for the Alaska trade; namely, the 
CIMAVI class owned by the Government. They are not desired in any other 
trade. The high purchase price fixed by the Maritime Commission of about 
$135 per deadweight ton as compared with $50 per deadweight ton for Liberties 
makes them very expensive. They cannot be purchased at the present time 
without special legislation. There are no suitable replacements for passenger 
ships. 

13. Inadequacy of Alaska terminals and the inefficient manner of cargo han- 
dling. It is physically possible to work 1 hatch at 13 docks in Alaska, 2 hatches 
at 37 docks, and more than 2 at 6 docks. The sizes of some docks are such as 
to require the vessels to secure sterns and bows to trees, rocks, or deadmen. 
There are no docks in Bering Sea and the Arctic where everything is lightered, 

14. Inordinate delays in port with the result that the total port time and 
the total underway time approach each other. A vessel at anchor or at a dock 
does not produce. The shortage of longshoremen in Alaska, together with the 
inadequate docks have developed these delays. 

15. Complete labor peace has not been attained in the industry on an overall 
basis, 

16. Government operation of vessels in some areas in competition with private 
industry. 

GENERAL DISCUSSION 


The Alaska trade is unique and not comparable to any other trade under the 
American flag. To understand it, it is necessary to understand the character- 
istics of the area served and the problems encountered in providing essential 
water transportation. That leads directly to the question of what can be done 
to meet those problems that are presently faced by an operator undertaking 
to serve all Territorial trade routes, 


Character of trade 


Approximately 90 ports are included in the areas served by water carriers. 
These areas are well described in the decision of the Maritime Commission in 
connection with Rate Investigation No. 2, (2 U. S. M. C. 558, 639) quoted in 
part as follows: 

“Territory served.—Alaska is about one-fifth the size of the United States 
with a population density of 1 person for every 10 square miles compared to 
41.3 persons to a square mile in the United States. Normally, 80 percent of 
employment is in the fishing industry; 15 percent in mining; and less than 5 
per cent in railroading, road building, and forest activities. During the summer 
months the Territory enjoys a large tourist trade. There is very little pas- 
senger or freight businessin the winter * * * 

“Southeastern Alaska is about 380 miles long and 120 miles wide, extending 
along the coast from Dixon Entrance on the south to Icy Straits on the north, 
the principal ports being Ketchikan, Wrangell, Petersburg, Juneau, Sitka, Skag- 
way, and Haines * * * In addition to the principal ports, there are many can- 
nery, saltery, and fish-reduction plants, mining camps, and sawmills located 
on the many islands and inlets which require steamship service. Ketchikan, 
the southernmost town and first port, is 750 miles from Seattle. Normally, about 
50 percent of the labor in southeastern Alaska is supplied locally. 

“Southwestern Alaska extends from Yakutat, in the Gulf of Alaska, through 
to Seward, including Cordova and Valdez, and the fishing area of Prince William 
Sound which lies between Cordova and Seward. Many canneries and salteries 
are located there. Only 20 percent of the labor in southwestern Alaska is sup- 
plied locally. 

“Cook Inlet and Kodiak Island district embraces Portlock, Seldovia, Homer, 
Kenai, and Snug Harbor * * *. Kodiak Island supports canneries and salteries 
* * * and there is a cattle-raising industry on the south end. The Aleutian 
Peninsula region extends from a point opposite the southern end of Kodiak 
Island through to Unalaska Pass and beyond to Umnak Island, along which are 
located numerous villages, settlements, and cannery ports. At the southern end 
of the peninsula some sheep and cattle are raised. Bristol Bay comprises the 
great red (salmon) fishing districts of Nakeen, Naknek, Nushagak, and Dilling- 
ham. In addition to cannery traffic, there is commercial freight for stores, trap- 
pers, and traders around Bristol Bay. Goodnews Bay is between Bristol Bay 
and Bering Sea and has become a prominent mining center in recent years. St. 
Michael, Golovin, Solomon, Bluff, Nome, and Teller are located on Bering Sea. 
There is transshipment of freight at St. Michael with Northern Commercial 
Co. which operates steamers up the Yukon River.” 
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For ready reference we are submitting herewith marked “Exhibit 1” a map of 
Alaska showing the area served. 

About one-third of the land mass of Alaska lies north of the Arctic Circle 
and is subject to severe winters. The ocean area north of the Aleutian Penin- 
sula, better known as the Alaska Peninsula, is iced in and closed to navigation 
more than 6 months each year and annual supplies for this extensive region 
must be brought in during the short summer season. The port of Anchorage, 
while readily accessible by highway or railroad from Seward or highway from 
Valdez, is closed to shipping by ice about half of the year. Mining activity in 
the interior is largely limited to summer months. Similarly, fishing, the most 
important industry in the Territory, runs its cycle during the summer season. 
Highway construction throughout the interior and work on the multimillion- 
dollar defense establishments, largely centered in the Anchorage-Fairbanks rail- 
belt area are largely limited to the milder months of the year. 

These elements combine to develop a highly unbalanced trade which requires 
during the offseason only a fraction of the number of vessels necessary to pro- 
vide essential service during the peak season. Furthermore, since the exhaus- 
tion of the Kennicott copper mines in the Territory in 1938 which since 1908 
had provided the Alaska Steamship Co. with a yearround southbound cargo 
movement, the trade has reverted to a one-way haul proposition. The only sub- 
stantial southbound movement now is produced by the fishing industry and the 
bulk of the product which is canned salmon must be moved within a limited 
period of about 2 months. 

The fact that salmon runs are unpredictable and cannery storage facilities 
by nature of the operation are largely inadequate to handle a good pack and 
the further reason that the cost element makes it expedient to get the pack to 
market in a minimum of time * * * all requires that vessels be available for 
dispatch to canneries expeditiously and that usually requires that they sail north 
light, load a cargo of salmon, discharge it, and return north light for another load. 

The unique character of the Alaskan trade has been uniformly recognized by 
all who have considered the problems involved in serving the Territory and is 
well described in the Regulatory Decisions of the Shipping Board and the Mari- 
time Commission: 

“Owing to the peculiar geographical, industrial, and economic conditions of 
Alaska, its transportation problem is decidedly unique. In the early part of 
the year the preponderance of traffic is northbound with very little southbound 
traffic. Just the reverse condition obtains in the fall of the year. The move- 
ment of traffic is poorly balanced, in consequence of which the transportation 
facilities are only partly used at one season of the year and are insufficient at 
other seasons to handle the traffic. Obviously the cost of operating transporta- 
tion facilities under these eonditions is far in excess of what it would be if the 
movement of traffic were properly balanced” (Alaska Rate Investigation No. 1 
(1919) 1 U. 8S. 8. B. 1, at p. 5). 

“There are other serious handicaps to maintenance of efficient and economical 
operation of steamship services in Alaska. The fishing industry is the backbone 
of the trade. Volume of business northbound and southbound depends upon 
the unpredictable size of the catch, In 1937 and 1988 the number employed in 
commercial fisheries was 30,331 and 28,084 persons, respectively. The trade is 
severely unbalanced. In the spring the cargo, consisting mostly of fishery, can- 
nery, and mining supplies, moves north, the southbound movement being negligi- 
ble. In the summer cargo is not heavy, but there is a large round-trip tourist 
passenger trade, In the fall there is practically no volume of cargo northbound 
while southbound vessels carry the bulk of cannery products. During the winter 
most of the respondents’ vessels are laid up for general overhauling and re- 
pair, * * * The general merchandise steamship business is described of record 
as a ‘milk wagon’ or ‘express’ service because of the inability of Alaskan indus- 
tries and stores to warehouse their supplies in large quantities. This requires 
frequent calls with small quantities of cargo per call. * * * [emphasis supplied] 
(In Re Alaska Rate Investigation No, 2, (1941), 2 U. S. M. C, 558, 561). 

Then again in 1948 in Alaska Rate Investigation No. 3 (U. S. M. C. 48, 45), 
the Maritime Commission said: 

“We find no occasion to change our previous observations as to the general 
characteristics of this trade. Alaskan Rates (2 U. 8. M. C. 558, 559). It is an 
unusually hazardous one; inyolves an exceptional number of ports or small places 
to be served ; is extremely seasonal; and were it. not for the salmon industry and 
the transportation of canned salmon, almost everything would move northbound 
and very little southbound. As a result ef World War II there has been an in- 
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crease in the number of military installations and in military personnel in 
Alaska. What effect this will have on the future need for transportation is 
problematical. * * * 

“Attempts to compare the rates in the Alaskan trade with rates to Hawaii 
and Puerto Rico have no significance by reason of the lack of similarity in the 
trades. The latter are not as unbalanced; are not as seasonal; are not as 
dangerous ; and do not require layup of ships by reason of the closing of naviga- 
tion during the winter months. Moreover, the population of Hawaii and Puerto 
Rico is far in excess of that of Alaska and the volume of freight much greater. 
The number of ports served in Hawaii and Puerto Rico is small compared with 
the number served in Alaska.” 

What effect the future possible industrial development of Alaska will have on 
this picture, is, of course, not known. Alaska’s first pulp mili is now under con- 
struction in the vicinity of Ketchikan and it is reasonable to believe that there 
may be additional timber-products developments in the future and possibly 
some light-metals-processing plant in southeastern Alaska. While such indus- 
trial expansion would improve the water-transportation picture for the south- 
eastern area, it would not eliminate the overall seasonality and lack of balance 
in the trade. Under any circumstances the possible beneficial effects of pending 
and future industrial production do not change the transportation situation 
today. 


Inadequacy of Alaska terminals 

The terminal facilities available to a carrier undertaking to serve an area 
are an important factor in determining the success of his operation. In Alaska 
the inadequacy of terminal facilities is a serious handicap. This is particularly 
true at the primary ports of Seward and Valdez gateways via rail and highways 
to the vast interior region, the location of major defense-construction activity, 
and the most populous area of the Territory. The lesser ports to a great extent 
are Similarly afflicted as is pointed out in U. 8. M. C. Dockets 571-572 (2 U. S. M. 
C. 558, 560) : 

“Operating and trafic conditions Steamer operations in Alaska trade are 
extremely hazardous because of navigation dangers such as ice, wind, fog, shoals, 
strong tides at narrow passes, and poor berthing accommodations. Aids to 
navigation at the many small settlements, lumber mills, mines, and canneries 
are poor. Some cannot be reached at night. Where docks are available they are 
small wooden structures, easily damaged and generally unable to receive cargo 
from more than 1 or 2 hatches at a time. It is not uncommon to tie vessels to 
trees to prevent tearing the dock away. * * *” 

Furthermore, there are practically no docks north of the Alaska Peninsula 
at whieh a vessel can breast due to the lack of depth of these waters so that dis- 
charging must be to lighters a mile or more from shore. This is often inter- 
rupted for days at a time by storms. Again, squalls will harass a ship so that 
several times on one voyage it may have to hurriedly knock off discharging, batten 
down the hatches, raise anchor, and put out to sea. 

Of 89 docks in Alaska, it is physically possible to work more than 2 hatches 
at only 6, 2 hatches at 37, and only 1 hatch at 13. Thirty-three cannery docks 
are inaccessible due to shallow water. However, it is necessary to note that 
although a cannery, village, or community may have a dock permitting 2 or 
more hatch operations, frequently other causes, such as lack of manpower or 
equipment or congestion at the terminal, limits it. to 1 hatch. While in many 
instances. the annual cargo movement over many of the terminals would not 
justify increasing the capacity of the facilities. In others, it is not possible 
to use the present capacity because of the lack of adequate manpower to handle 
cargo-working activity and at yet others the irregularity of these working forces 
is an important factor. Many cargo workers fish on the side or, as the case 
may be, longshore on the side. Frequently hunting season will interfere with a 
ship’s discharge. 

The type and volume of cargo are other important factors in the discharging 
operation. The northbound movement is largely in less than carload lots 
of random-size packages. Freighters frequently carry as many as 2,000 indi- 
vidual shipments. The carloads involved are primarily of items of miscellaneous 
shapes and sizes. There is, therefore, no practical way of stowing the cargo loose 
aboard ship that will permit it to be discharged as a unit at destination. Con- 
sequently most of the cargo must be laid out on the floor of the dock and sorted 
to consignee in order to prepare for delivery which must be prompt in many 
instances in order to avoid congestion on the docks which are largely inadequate 
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in size. However, this sorting operation in itself is a hindrance to discharging 
since it requires considerable space, constricting the longshore operation. 

While these are typical of the overall cargo-working and termina) problems 
in Alaska, as indicated above the total inadequate terminal facilities of the 
ports serving the expanding interior area is the major terminal problem and 
has been for years. This condition was aggravated on June 17, 1953, when the 
military port of Whittier was destroyed by fire, forcing the Army to reactivate 
for their account their terminal at Seward which had previously been used for 
overflow cargo from the Department of Interior, Alaska Railroad, Seward ter- 
minal (public dock). Whereas the combined facilities of Whittier and Seward 
had been totally inadequate, now the situation is critical from both a civilian 
economy and military standpoint. 

At Seward oftentimes a vessel will have to wait in the stream a number of 
days to discharge a cargo that would take only a fraction of that time under 
satisfactory conditions. However, the discharging conditions are not satis- 
factory. The storage space is so limited that a vessel must discharge much of 
its cargo direct to cars with frequent interruptions in the operation for Switch- 
ing whether for your ship or the other ship at berth. The congested warehouse 
contributes to a general mixing of cargo of the carriers using the facilities and 
much costly confusion in delivering and forwarding freight. 

This terminal bottleneck at the principal Alaskan port through which several 
hundred thousand tons of military and civilian supplies and equipment are 
forced each year is costing Alaska Steamship Co. and Coastwise Line thousands 
of dollars, is delaying delivery of cargo and putting shippers to much incon- 
venience and expense. The delays suffered by a vessel under these circum- 
stances have a chain reaction. Increasing the length of voyages, the ship’s 
earnings decrease. While a vessel is in standby status the operator loses the 
opportunity to employ it profitably to carry additional cargoes. Consequently 
it is necessary to maintain more ships in service than would be necessary were 
those operating receiving favorable dispatch which is impossible under present 
conditions. 

In its 1948 decision dealing with Alaskan problems (3 U. S. M. C. 43, Docket 
661) the Maritime Commission found (p. 45): 

“Operating costs.—Respondent’s costs of operation are high for the following 
reasons: Wages increased approximately 150 percent between 1939 and 1947; 
the small amount of cargo at the majority of the ports served increases the 
relative cost per ton for handling; the lack of stevedores and the consequent 
use of crews increased overtime; the varied character of northbound cargo does 
not lend itself to volume movement and thereby increases the cost of handling 
both prior to loading and in the actual loading and unloading; the lack of proper 
terminal facilities at many of the larger ports causes delays to ship and crew; 
subsistence is increased because of the number of meals that must be served 
not only to the regular crews but also the longshoremen and guards. * * *” 

For some years the Alaska Railroad had been considering the desirability of 
rehabilitating the rail line from Portage to Seward or developing a terminal 
facility in the Whittier vicinity, and during that time the Seward public dock 
owned and operated by the railroad deteriorated while the yolume of cargo ex- 
panded. Now with the loss of Whittier the necessity for two modern railbelt 
terminals has become unmistakably clear. The military recently let a contract 
for the installation of two DeLong-type docks at Whittier, and Congress has 
appropriated $1,500,000 for work on the Seward terminal which is indicative 
of some general appreciation of the seriousness of the situation. However, in- 
sofar as the Seward facilities are concerned at least 3 or 4 times the sum ap- 
propriated would be essential to build a terminal that could begin to adequately 
handle the volume of normal tonnage moving through and clogging that port. 


Labor 


Of all the problems involved in providing transportation services for Alaska, 
the most far-reaching and of foremost importance are those involving labor. 
If a satisfactory solution to this problem is not found, water transportation as an 
instrument of private enterprise will be destroyed. Briefly, the labor problem in 
the Alaska trade is the labor problem of the Pacific coast with a few refinements. 
The six major coastwide strikes since 1934 and the many lesser ones have hurt 
the trade. The costly shortage of longshoremen at coastal ports has its counter- 
part in Alaska. Tremendous increases in operating costs largely reflective of 
increases in labor costs, which are matters of record, have been a major factor in 
withdrawals from the coastal and intercoastal trade. They have similarly 
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affected Alaskan operations. Basically speaking a solution to the labor problem 
on a coastal basis would be a solution to the problem in the Alaska trade. 

It should be pointed out in this connection, however, that a new effort is being 
put forth in the port of Seattle to develop a better understanding between manage- 
ment and labor headed up by Mayor Allan Pomeroy. He has appointed a water- 
front advisory committee, including all elements of interest, which has been in- 
strumental in developing a better atmosphere for discussing mutual problems 
and has been effective in resolving a number of difficulties that otherwise may 
have been costly to the shipping industry. 


Vessel replacement and procurement 


Since the wartime decimation of the Alaska merchant fleets, the problem of 
vessel replacement and procurement has remained unsolved and continues to be 
one of the most important hurdles to be negotiated in developing a long-range 
shipping program for the Territory. 

At the beginning of World War II, together the 4 common carriers in the trade 
and the Alaska salmon industry had a fleet of 42 vessels of 172,000 gross tons. 
By the time the Maritime Administration was ready to return the operation to 
private account in 1947 this fleet had shrunk to 7 vessels of 28,000 gross tons 
through Government requisition and disposition, war and marine casualties, and 
the sale of obsolescent bottoms. Since the salmon industry had determined not to 
resume ship operations, the obligation for offering complete service to the trade 
would rest entirely with the common carriers. However, due to the tremendous 
increases in operating costs, the Government had experienced substantial losses 
the last 2 years of its operation of vessels in the trade. In 1945, a loss of $2,500,- 
000 and in 1946, of $4 million. Furthermore, it was no longer possible to obtain 
vessel replacements at the prewar market value of approximately $100,000 each. 
The only vessels available that could be employed in the trade were the Govern 
ment war-built Liberties and C1-MAYV-1’s, the ship sales price of which were 
approximately $550,000 and $700,000 each respectively. 

In view of the Government’s operating losses, the depletion of the prewar 
fleets and the unsettled condition of the trade, Congress enacted temporary legis- 
lation (Public Law 12) the purpose of which is well stated in the report of the 
House Committee on Merchant Marine and Fisheries (80th Cong., Rept. No. 
89), pages 2, 8, and 4 thereof. : 

Despite the subsidy to the Territory granted by Public Law 12 (vessels at 
nominal charter hire—$1 a year—and Government-furnished hull insurance) it 
was necessary to elevate rates sufficiently to produce a revenue increase of 35 
percent to make the operation feasible. However, that increase in rates reflected 
only increased operating costs with no allowance for increased capital costs 
represented by the Government-owned vessels employed and did not take into 
account the marine hull insurance charges which the Government assumed. 

The operation set up by Public Law 12 was known as the interim operation 
One of the objectives of the act was to provide a period of time in which an 
accurate study could be made of the costs of operation of the shipping com- 
panies which would provide a yardstick for the preparation of permanent legis- 
lation. It became clear before the expiration of Public Law 12 in June 1948 
that there was not sufficient experience on which to base long-range legislation, 
and the 80th Congress passed Public Law 866 authorizing the extension of the 
interim operation until February 1949. However, the legislation was permissive 
and not mandatory and the Commission did not choose to extend and accordingly 
the interim plan expired June 30, 1948. At that time the trade returned to 
strictly private account, the operators paying the Government full charter hire 
for the war-built cargo vessels employed in the trade and assuming all operating 
costs including hull insurance. These fully private operations were conducted 
on the same level of freight rates which were in effect for the interim operation 
during which charter hire and hull insurance were not included as operating 
charges. Immediately Santa Ana Steamship Co. canceled all sailings. 

Substantial losses were incurred by the other carriers in their effort to con- 
duct such private operations, and after the 3-month strike which began Septem- 
ber 2, 1948, 2 of the 3 remaining established carriers failed to resume operations. 
Alaska Transportation Co. found it necessary to liquidate and the assets of 
Northland Transportation Co. were purchased by Alaska Steamship Co., which 
to date has conducted its operations by the use of company-owned vessels sup- 
plemented by a substantial number of vessels chartered from the Government. 

At the beginning of World War ITI, the Alaska Steamship Co. privately owned 
fleet consisted of 10 combination freight and passenger vessels and 7 cargo ves- 
sels with a total gross tonnage of 69,018. When the Alaska operation was ‘e- 
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turned to private account at the beginning of the interim operation there re- 
mained only 4 combination freight and passenger vessels and 1 small prewar 
freighter—a total of 23,823 gross tons. A C1I-MAV-1 and a Liberty were pur- 
chased from the Government, increasing to seven the company-owned vessels, 
and the following ships were bareboat chartered for the 1949 operation: 6 Cl- 
MAV-1’s, 2R1-MAV-3'’s (Reefer C1-MAV-1), 2 Libertys, 1 small privately 
owned vessel for use during the peak season. 

During the first 6 months of 1949, all but the latter vessel were chartered 
from the Maritime Commission under the terms of ShipSalesDemise 303 requir- 
ing the payment of charter hire equivalent to 15 percent of the ship sales values 
with standard recapture provisions. During the second 6 months of 1949 and 
since that time vessels have been chartered from the Government in accordance 
with provisions of the Special Alaska Addendum providing for a minimum 
charter hire of 84% percent with off-hire provisions during winter layup periods 
but requiring the payment of the full 15 percent, if earned, with a 50-percent 
recapture, 

The operation of the Alaska Steamship Co. since the demise of Public Law 12 
has not been successful. Although rates have been further increased, they have 
not kept pace with skyrocketting operating costs and the result of the last 4 
years’ operation has been a loss in excess of $300,000. While the necessity for 
further additional rate increases is apparent, it is also apparent that if Alaska 
is to experience a full measure of industrial development and prosperity with 
a strong civilian economy to support the military expansion, there is a limit to 
the extent tariffs may be advanced to bridge the gap between operating revenues 
and expenses. Furthermore, it should be noted that the Alaska Steamship Co. 
four passenger vessels are the only United States passenger vessels in the trade. 
In fact, they represent four-fifths of the passenger vessels in United States 
domestic trades, the only other such vessel being the Lurline of the Matson Line, 
many other passenger vessels having been withdrawn from domestic operations 
since the beginning of World War II. In addition, the Alaska Line’s four pas- 
senger ships are not only the strength of Alaska’s important tourist industry, 
but provide an express-cargo service that is of great importance to Alaska mer- 
chants and which would otherwise not be available. These vessels are not hew 
and within a reasonable period of time must be replaced by other tonnage if 
this service is to be continued. However, these vessels have not returned a profit 
in the postwar operation and no passenger vessels were constructed during the 
war that are adaptable to the trade and no passenger vessels have been available 
in world markets since that time that could be utilized or reconstructed at a 
figure that would enable them to be operated in the trade. 


Company efforts to resuscitate the trade 


Although the healthy shipping operation that the War Shipping Administra- 
tion took over in 1942 was withered and wasting when returned to the Alaska 
Steamship Co. in 1947, the company has not been watching by the pool of siloam 
waiting for a visitation and cure, it has been doing everything within its power 
to reestablish the operation on a sound and permanent basis. Typical of these 
efforts were the actions taken to improve communications to eliminate idle ves- 
sel time caused by inadequate preparations for arrivals, and these taken to 
eliminate vesel delays. This company was one of the first to install radar on 
all of its ships, owned and chartered, which has been of great assistance in 
navigating Alaskan waters, reducing vessel delays and maintaining schedules. 
A number of improvements were effected in communications: Radio telephones 
installed aboard ship, radio stations were set up in the most important Alaska 
agencies, mobile radio equipment was purchased for beach operations in the 
Arctic and Bering Sea areas. This year a leased-wire teletype circuit was ex- 
tended to tie in Seattle with the principal Alaskan ports and interior points, 
providing instantaneous communication for all facets of company business and 
also improved service to shippers and passengers. 

In order to. provide for the anticipated expansion in Alaskan postwar traffic, 
the company moved its headquarters to the modern, efficient pier 42 facility 
in 1947. Here, 5 acres of closed and 5 of open transit storage is provided, with 
multiple switching tracks, tailgate delivery platforms and berths for 6 vessels. 

In 1950 the company streamlined its freight-billing system, pioneering the use 
of Bruning reproduction machines with multiple-purpose bill of lading forms, 
making available to shipper in one form information formerly spread among 
several. An IBM section was added to our accounting department in 1949. 

Since World War II, 1 C1-MAYV-1 and 3 Liberties have been purchased and 
1 Liberty is in the process of purchase—a strong indication of the company’s 
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efforts to replace tonnage lost during the war and.of its determination to con- 
tinue the service to Alaska it inaugurated over 50 years ago. 

The vessels purchased have been outfitted with special gear to facilitate their 
bandling cargo somewhat peculiar to the Alaska trade. Furthermore, company- 
engineered tween decks have been installed in the Liberties for better stowing 
of the large volume of package freight. 

While these improvements have helped considerably, they have not come to 
grips with the key to the matter of successful shipping operation. In the final 
analysis, production is the curse or cure, and, as elsewhere, since 1934 production 
in the Alaska range has been steadily falling off as operating costs have mounted. 
Facing up to this critical situation, Alaska Steamship Co. for several years has 
been devoting its attention toward developing a satisfactory solution. 

Recognizing the limits of the conventional mode of piece-by-piece cargo han- 
dling, experiments have been made with a wide variety of containers, and in 
February of this year a pilot-unitized operation was set up on a vessel-volume 
basis, employing the company biweekly southeastern Alaska freighter and two 
types of containers. There was an immediate improvement in production. Pilfer- 
age and loss of merchandise dropped. Shippers, receiving the benefits of reduced 
packaging and marking requirements and faster pickup and delivery at the dock, 
have become enthusiastic. 

One of the containers is of steel-reinforced corrugated iron and has a 144-cubic- 
foot capacity. The other. of 60-cubic-foot capacity is of wood construction and is 
collapsible. These are loaded and unloaded at shippers’ platforms at their option. 
When so handled, plywood tops are furnished which shipper straps on, sealing 
the carrier. Otherwise when these containers are loaded and unloaded at the 
ship terminal no tops are employed, the bottom of one acting as the top of another. 

The muscles of the operation are forklift trucks which stow the unit loads 
aboard ship, move them between ship sling and place of rest, and lift them on 
and off shipper’s truck at company terminal. 

C1—-MAV-1 type vessels have been modified to accommodate this operation. 

This program has effected the first reduction in transportation costs to the 
Alaska shipper in years. Recently 2 terminals in Alaska reduced handling 
charges on unitized commodities from 60 cents to $1 a ton, and it is expected that 
other terminals will follow suit. Since the inauguration of this service contain- 
ers up to 2,000-cubic-foot capacity have been introduced. 

After 6 months’ experience with this service, which labor has thus far accepted 
and worked with us in developing, it is our considered conclusion that a well- 
integrated container program is the answer to the need for a more economical 
shipping operation to Alaska’s major ports. Such a program cannot be projected 
without a considerable investment, however. The modification of the ship and 
the container- and cargo-handling equipment for one vessel cost approximately 
$150,000, and to extend this program to the greatest practical extent would re- 
quire an additional investment of several million dollars. 


Trade requirements 


While a limited operation to only the main deep-water ports might be profitably 
conducted by the use of the present company-owned vessels, both the civilian and 
military needs of the entire Territory require adequate year-round service. The 
small outports cannot be abandoned but must be served to survive—without 
which the economy of the Territory would be seriously jeopardized. The terri- 
torywide service requires the use of small (approximately 6,000-ton) vessels. 
This further is emphasized by an examination of the number of tons handled by 
Alaska Steamship Co. per call at each port for the first 9 months in 1953. This 
showed that 30.4 percent of the total cargo handled during this period was to 
ports for calls for less than 100 tons and that 68.7 percent of the cargo was deliv- 
ered to ports on calls for less than 500 tons, only 31.3 percent was handled to ports 
for 500 tons or over. 

Of the vessels available only the Government-owned warbuilt CI-MAV-1 type 
can be suitably adapted for the needs of the trade. The price of a Cl-MAV-1 
per deadweight ton is more than twice that of a Liberty vessel although having 
but half of its carrying capacity and a slightly lower rated speed. 

The trade cannot support these vessels purchased at Merchant Ship Sales Act 
prices nor chartered at regular ShipSalesDemise 303 rates. Furthermore, in 
order to expand the unitized container operation, for which the investment re- 
quired will be substantial it is necessary that the company know in advance fhat 
C1-MAV-1-type vessels will be available over an extended period of time at 
rates that the trade can afford. It is urged, therefore, that adequate provision 
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be made for a long-term extension of the Special Alaska Addendum of Ship- 
Sales Demise 308 providing 84% percent charter hire with off-hire provisions 
during winter layup periods and also that Cl-MAV-1l-type vessels be made 
available for purchase at a rate per ton comparable to other Government 
tonnage. 

If Alaska Steamship Co. present passenger-vesse] service is to be continued, 
it is essential that it be given the opportunity to handle the maximum number 
of military personnel and dependents moving between Seattle and Alaskan ports. 
This service for the first time in over 50 years was scheduled for a winter recess 
on October 1 when the Military Sea Transportation Service extended a tempo- 
rary agreement to move military personnel and dependents through November 
which enable the company to project its regular winter weekly schedule through 
that month. If this arrangement can be continued on a long-range basis, it will 
materially assist in the retention of this passenger-vessel service so important 
to Alaska’s tourist industry in addition to Alaska merchants for the express 
cargo service it provides. Replacement of the present passenger ships when 
that becomes necessary could only be accomplished with Government aid. 

In connection with Government-vessel operations, it should be pointed out 
that the military has used private facilities to a considerable extent in Alaska 
insofar as cargo movement is concerned. However, it is essential that private- 
berth operators be used to a maximum degree in transporting Government 
traffic in order to afford them necessary additional operating revenue, and elimi- 
nate the element of competition between Government and private enterprise. 

Recognizing the tremendous inadequacy of Alaska terminal facilities, the Ter- 
ritorial government has under consideration legislation to set up port authori- 
ties for the purpose of helping to correct this situation of long standing. Such 
a program should be implemented in every way possible, and it is recommended 
that provisions be made to make available to Alaska dock operators (port author- 
ities and private companies) for the improvement of their properties, long-term 
low interest Government loans and/or fast amortization privileges. Further- 
more, there should be adequate followup to insure at the earliest possible mro- 
ment the complete rehabilitation expansion and modernization of the Interior 
Department Alaska Railroad terminal facilities at Seward. 

Respectfully submitted. 

ALASKA STEAMSHIP Co., 
D. E. SKINNER, 
Vice President and General Manager. 

OcToBER 20, 1953. 

(Exhibit 1 has been filed with the committee. ) 


Exnrsit 2.—Alaska Steamship Co. Fleet—Oct. 1, 1953 
































| | | 
. a Official | a‘ | aam| Net Gross | Dead. Horse-| » Passen- Year 
Name of vessel No, |Length|Beam| 4,), | ton | — power Power a built 
| 
eccienpprestiaeenpaiatnale tine Masedie iit Pat isi le diapeedbchcdlicneitiideeha beak eeneataitees 
Alaska ! bie phe 222966 350 49 | 2,273 | 4,514 3,000 | 6,000 | Steam 220 | 1923 
Aleutian ! ; . 203116 400 50 3,901 | 6,361 |... 6, 000 do... 309 | 1906 
Baranof! . 218128 360 | 51 | 2,911 | 4,990 3, 850 do 186 | 1919 
Chena ! os 242704 | 418 57 | 4,370 | 7,180 2, 500 GOR St 1942 
Cosstal Monarch ? ..| 248609 321 50 | 2,123 | 3,805 1, 700 | Diosel ~----.-) 1045 
Coastal Rambler # | 248648 321 | 50 | 2,123 | 3,805 1, 700 do tists di 1945 
Denali ! a9 | 226878 324 51 | 2,463 | 4,302 3, 500 | Steam 198 | 1927 
Honda Knot? ....| 247684 321 | 50 | 2,123 | 3, 805 1,700 | Diesel acc | 1945 
Iliamna ! Seams ..--| 246848 418 57 | 4,380 | 7,176 | 2, 500 Steam .|.......- | 1944 
Lucidor ? » osint .| 250135 321 50 | 2,147 | 3, 809 1, 700 } Diesel...) | 1945 
Nadina ! f ...| 245864 418 57 | 4,364 | 7, 198 | 2,500 | Steam._|........] 1944 
Palisana ? .....--..| 249824 321 | 50 | 2,151 | 3,809 | 1,700 | Diesel. .|.......- 1945 
Square Knot ? 247310 | 321 | 50 | 2,123 | 3,805 1, 700 |...do ---==-} 1945 
Square Sinnet.*......... 247995 321 | 50 | 2,132 }.3, 812 1, 700 |...do_. -| an- <- wee FOS 
Susitna ! : | 248389 | 321 | 50 | 2,132 | 3,812 Bee bye- GOs. | 444- cus | Seee 
Victoria ' | 161826 361 40 | 2,022 | 3,656 |...... 2, 780 | Steam_.|........| 1870 
| | | | 











1 Company owned. 
1 Chartered. 
§ MSTS; NSA—general agency. 
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ExHIBIT 3.—Distance from Seattle to following ports in 


Miles from Seattle 
(nautical) 


Inside | Outside 
passage | passage 


Ketchikan ............. 711 Seward. 
Hyder 796 || Seldovia 
Wrangell. 791 Anchorage 


PEteOGBAL .. <<ntiinnenens 792 || Kodiak 





Juneau. oo ated 873 Uyak 

GROWER cove --seseuuenes | 934 || Chignik. 

Sitka 806 Unga 

Cape Spencer 872 False Pass 

Yakutat 997 Unalaska (Dutch Harbor) 
Cordova..-. 1,216 | St. Paul Island 
Valdez_.-- 1, 229 Nome 

Latouche 1, 215 Point Barrow... 


| Via Sumner Strait and Cape Ommaney. 





Alaska 


Miles from Seattle 
(nautical) 


Inside Outside 
passage passage 





Exuipit 4.—Alaska census—U. S. Department of Commerce—population of the 


Territory of Alaska, Apr. 1, 1950 


Area _ ' Area 
1950 1939 


Territory of Alaska. 126, 661 2,524 || Third Division—Continued 
- Cordeva District 
Cordova town 
Lliama District 
Kodiak District 
Kodiak town 
Kvichak District 
McCarthy District 
Palmer District 
Seldovia District 
Seldovia town 
Seward District 
Seward town 
Talkeetna District 
Unga Peninsula District 
King Cove town 
Valdez District 
Valdez town 
Wasilla District 
Whittier District 
Fourth Division 
Bethel District. 
Circle District 
Eagle District 


First division... ...-- 27, 

Haines District... 
Haines town.... 

Hyder District 

Juneau District... 8, 57: 
Douglas town 
Juneau city 
Yakutat town 

Ketchikan District 
Craig town. 
Hydaburg town. 
Ketchikan town. 
Klawak city 

Petersburg District_. 
Petersburg town. 
Port Alexander city 

Sitka District 
Hoonah town...- 
Pelican City town...-| 
Sitka town. --. A 

Skagway District... | 
Skagway city.._-- 





Wrangell District......- 1 Eagle city 
Wrangell town 1, Fairbanks District 
Second Division : 12, ! Fairbanks city 
Cape Nome District... 5, 53 Fort Gibbon District 
Nome city-.- | 1 Hot Springs District 
Fairhaven District Innoko District 
Koyuk District_. Koyukuk District 
Noatak-Kobuk District 4, Kuskokwim District 
Wade Hampton District. 2, Mount McKinley Dis 
Third Division fe 58, 3: trict 
Aleutian Islands District 5, Nenana District 
Unalaska town ‘ Nenana city 
Anchorage District 31, 561 4, 726 Nulato District 
Anchorage city 11, 060 3, 495 Otter District 
Bristol Bay District 1, 612 993 Rampart District 
Chitina District __-- 803 742 Tolovana District 


! Preliminary. 





Population 











1950 ! 1939 
1, 499 1, 459 
1, 141 938 
366 399 
5, 805 2, 004 
1, 635 sO4 
740 600 
1, 441 
YRO 
410 
1. 525 
919 
17 365 
1, 018 1, 141 
151 135 
924 
29 
48 

604 

28, 168 16, 094 
3, 892 3, 683 
680 768 
107 186 
54 73 
19, 128 6, 322 
5, 625 3, 455 
383 425 
80 170 
80 179 
208 294 
758 794 
396 
628 
231 
1, 3 1, 416 
361 
228 
30 244 








.--.. 2, 618, 048 
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Exuisir 5.—Pack of canned salmon in Alaska 


Total cases 
1, 894, 516 
2, 246, 989 
2, 202, 100 


2, 403, 669 
2, 4388, 777 
2, 820, 963 
4, 060, 129 
3, 756, 433 
4, 167, 832 
4, 489, 002 
4, 919, 589 
5, 922, 320 
6, 677, 369 
4, 591, 110 
4, 395, 509 


._. 2, 604, 973 


4, 501, 355 
5, 063, 340 
5, 305, 923 
4, 450, 898 
6, 652, 882 
8, 566, 072 
6, 070, 110 
5, 370, 242 


Year—Continued 


Ne cit ch tna ve choad 


2008 ilu 


ptithochannjan saab ubentpmabis a0y CRRA 





Total cases 


4, 988, 987 


~ 29 -or 
0”, 432, Dow 


5, 260, 488 
5, 226, 698 
7, 470, 586 
5, 155, 826 
8, 454, 948 
6, 654, 088 
6, 791, 544 


5, 239, 211 


6, 906, 503 
5, 089, 109 
5, 396, 509 
4, 877, 796 
4, 341, 120 
3, 971, 109 
4, 302, 466 
4, 010, 612 
4, 391, 051 


--- 8, 272, 643 


3, 484, 468 


Aesseesn a 3, 657, 104 


4, 170, 488 








Total 
Nerthhound 


Area I 


Area It 


Area III 


Ares IV 


Area V 


Southbound 


Areal 


Area 13 


Area ILL 


Arca IV 


Ares V 


Total 


Area I 


Aces 1! 


Area 111 


Area IV 


Area V 
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ALASKA STEAMSHIP COMPANY TORHAGR 
1949-1952 
NORTHROUND TOCNNATE 
POU 0 300,000 400,000 $00 ,000 600,00 













‘700,000 


199 
590 


5) 
$2 
” 
50 
a 
ag 
$0 


u9 
9 
5) Area I: Southeastern Alasks 
~ Area lls Southwestern Ala sie 


50 Area TllsWestern Made 

51 

$2 Area IV: Bristol Bay 

0 Area Vi Bering Sea and Arctic 
51 

52 

SOUTHBOUND TONNAGE, 


a 


NN 


Swe 
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WRME HOS YORE vy 


TOTAL OF NORTHBOUND AND SOUTHDOUND TONNACE 


Intercort Tohnage 
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ALASKA STEAMSHIP COMPANY TONNAGE -- SOUTHBOUND 1951 = 1952 






1952 strike periods: 
5/23 = 7/\e and 
21/11 - 12/13, 


Jan. Feb. Mar. Apr. May June July Aug. Sept. Oct. Nov. Dec. 
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ALASKA STEAMSHIP COMPANY TONNAGE - NORTHBOUND AND INTERPORT 
1951 and 1952 


1952 strike periods: 
5/23 = WU1k and 
l/l - 12/43. 





Jan. Feb. Mar. Apr. May June July Aug. Sept. Oct. Nov. Pec, 
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} EXPENSES - ALASKA OPERATIONS - 1949, 1950, 1951 AND 1952 


$2 ,000 ,000 $3,000 ,000 #4 ,000 000 $5 000,000 
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ALASKA STEAMSHIP COMPANY TOMMNAGE CARRIED 1949, 1950, 


wn and " 
(Ia tons 


700 ,000 


*wusber of ships in operation eseh year, 


Strike periods: 
Seilors' Strike: 5/23 + 7/1s/52 


Longshore Foremen's Strike 11/11 - 12/13/52 





(Hote: Percentages for each item are besed on total 
expense for the year.) 
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ALASKA STEAMSHIP COMPANY REVENUE AMD OPERATING EXPENSES - 1949, 1950, 1951, 1952 


Total Revenue 

Total Opereting Expenses 
Freight Revenue 
Passenger Revenue 


$13,000,000 
$12,000,000 
$11,000,000 
$10,000,000 
$ 9,000,000 
$ 8,000,000 
$ 7,000,000 
$ 6,000,000 
$ 5,000,000 
$ 4,000,000 
$ 3,000,000 
$ 2,000,000 


$ 1,000,000 


1950 1951 


PAYROLL EXPLANATION 


Chena—Voyage No. 35—April 6-May 4 (29 days) 


Total pay includes wages, overtime, meals, and lodging, and is shown under 
total amount due. Deduction includes withholding, Alaska and other taxes, and 
allotments to family and is shown in column “Deduction total.” The amount 
due is equal to the total amount due less deductions. Total amount due is the 


amount of money the company has to pay, and is that earned by the seaman. 
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ExHisit 14 Alaska salmon canneries—warehouse and dock characteristics 
shipping requirements, 1947 


OUTHEASTERN ALASKA 


600 
Of 
Libby , 146 
Haines | 
FIP P 
P. FE, Harri i 
PAF, Petersburg 
Kayler & De 


P 
W 


WILLIAM SOl 


See footnotes at end of table, p. 805. 
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KODIAK-AFOGNAK ISLANDS 


and location of plant 


AF, Lacy Bay 140 
, McNeill & Libby, Moser Bay 100 
k Fish, Shearwater 110 

IcConaghy, Kodiak 200 
Packing, Ouzinkte 120 
k Fish, Point Bailey 150 
in Packing, Uganik Bay 135 
ka Packers Association, Larsen Bay| 1, 066 
Canning Co., Uyak Bay 105 
igton Fish Co,, Port Williams 160 
Canning Co., Carmel 


ALASKA PEN 


Harris, False Pass 
King Cove 
iska Pacific Salmon, Sand Point 
yuaw Harbor 
ka Packers, Chignik 
nik Packing, Chignik 


BRISTOL BAY AND PORT MOLLER 


| 


AF, Naknek 100 
Salmon, Naknek 150 
iska Packers, Naknek 25K 
lumbia River Packers, Naknek 
tol Bay Packing, Peterson Point, 
K vichak 


by, MeNeill & Libby, Libbyville, 
K vichak ‘ 


Libby, McNeill & Libby, Koggi 


Alaska Packers, K vichak 
ikat & Nakeen, K vichak 


Libby, MeNeill & Libby, 
Nushagak 


APA, Clark Point, Nushagak 
CRP, Combine Creek, Nushag 
Bristol Bay, Nushagak 
AF, Dillingham, Nushagak 
APA, Egegik 
v ivd Packing, Ugashik 
, Port Moller 


1 Inaccessible dock, 
2 Cordova dock 
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ExHIsit 15. 





{laska commercial docks 


Covered area 
available for De 


transit cargo 


Docks Length of 


face 











Ketchika 






Feet Square feet Feet 
Heck in wharf 225 12. 000 { 
Ketchikan wharf 450 7, 200 
Talbot's dock 224 4, 940 















MeCormack dock 
( dian dock No 










a 290) 7,000 
2 — 187 () 
10, 800 



















‘ c we ‘ 16, 910 

Alaska dock 580 10, 506 25 
Haines 259 1, 487 
Skagway 810 20, 600 
Sitka 

Standard Oil dock 150 2, 700 18 

Conway dock 120 4, 206 

Sitka cold storage 112 (*) 5 
Seward 

Alaska Railroad dock RAG 2 24, 000 

Standard Oil dock 50 ( 

U.S. Army i ee 2 

at a aaah ne cea et i NI ee . 24 
Valdez dock | 

Canning i 244 13, 048 

City as a 3 
Cordova j 










1 Not availabk 
2 Appro 












Exutpit 16 Vajor maritime work stoppages affecting Alaska trade, 193 
involving 1,000 or more workers 


i 
? 






Dates 


Number of days 
May 9%July 31, 1934 








nd S4 
Oct. 30, 1986—Feb. 5, 1937 ee . 94 
Sept. 5-Dec. 8, 1946: 
Sept. 5-12 d ss tans ivadnc chiapas AACE 





sept. 
sept. 26-30. a aia saonliaiailin 94 
Oct. 1—Nov. 17 ieee “ we 

Nov ; 




















Only 2 of the 5 major work stoppages, 1934 and 1952, occurred during the 
summer months in the Alaskan trade. Although the strikes of 1986-37, 1946, 
and 1948 occurred in the fall and winter they also had crippling effects upon 
the Alaskan economy, 













EXHIsit 17 





LO 





AL, I 





ABOR UNIONS 











National Organization Masters, Mates and Pilots Association of America, Local 
90 (AIL), C. W. Barnhart (El. 0266), 210 Second and Cherry Building 

Marine Er eers Beneficial Association, Local 38 (CIO), Ed. Eltman (Main 
O874), 192314 First Avenue 

Marine Pursers of ehe Pacific (AFL), Michael K. Kopass (Seneca 1351), North- 
ern Life Tower. 

American Radio Association (CIO), Mr. Norman Goll (Main 3644), Arcade 
Building 

Sailors Union of the Pacific (AFL), Max Weisbart, 2700 First Avenue. 

Marine Firemens, Oilers, Watertenders, and Wipers (CIO), Association of the 

Pacific, Eddy Bruette (Main 6326), 2333 Western Avenue. 
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National Union of Marine Cooks and Stewards (independent), Bob Ward Elliot 
2561), 110 Cherry. 

Marine Cooks and Stewards Union (Warehousemen’s Branch (AFL), R. Wil- 
oughby (Elliot 2561), 110 Cherry Street. 

International Longshoremen and Warehousemen’s Union, Local 9 (Watchman) 
(independent), Hugh Bradshaw (Main 3489), 84 Union Street. 

International Longshoremen and Warehousemen’s Union, Local 1-19 (independ- 
ent), William Gettings (Elliot S788), 1400 Western Avenue. 

International Longshoremen’s Association (AFL), Dave Cummings (Main 1358), 
2800 First Avenue. 

International Longshoremen’s Association, Local 38-114 (foremen) (AFL), Carl 
Bjornson (Main 1358), 28 First Avenue. 

International Longshoremen’s Association, Local 38-36 (checkers) (AFL), Dave 
Cummings (Seneca 1796), 314 Mutual Life Building. 


Exursir 18 


ALASKA UNION 


ILA: ILWU—Continued 
Petersburg Juneau 
Valdez Wrangell 
Kodiak Sitka 
Haines Cordova 
Skagway Seward 
Homer Seldovia 
Separate ILA: Local conditions prevail : 
Anchorage Bethel 
Whittier Nome 
ILWU: Canning industry rate: Bristol Bay 


Ketchikan 

Senator Magnuson. I will see that they do that. I just wanted to 
sk you one question. I want to point out to the committee and I 

int. to say to the committee that tomorrow we will have with us from 

attle two very prominent members of the so-called advisory commit- 
ree, who will point out a great eer movement whi h, I think, 
Ned you will agree with me, has taken place up there to solve some of 
urown problems. You can see the diffic: ilties of this Alaskan trade. 
It is a peculiar trade all in itself. 

The e ret al problem has been the complete lack of hope of the ability 
to get the type of ships that are needed to do this job right. I have 
aid 1 many times, as you all know, to the committee and to the House 
committee, that this is an entirely different operation than anyplace 

‘Ise in the world and that it requires that kind of special treatment. 

They have had some problems that were almost insurmountable, the 
handling of cargo, for instance, which is a new development, but they 
have tried to overcome them and have done an excellent job. 

Even here, in the past 4 months, again getting back to this matter, in 
order to keep passenger ships alive, they must of necessity carry some 
of the people going there, and we run into the military again doing 
the same thing. At one time the company found itself in a position 
where they would have probably had to cut out all passenger ships to 
Alaska, which is disastrous. It is the only way they can haul a great 
number of people back and forth. We finally got a sort of new lease 
on life on that. 

Mr. Skinner. We do, Senator, through the month of November. It 
amounts to 600 passengers a month, or 1,200 for the months of October 
and November. 
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Senator Porrer. Do you have passenger service the year round ? 
Mr. Skinner. Yes, we do, and always have. We were forced, as a 
result of the winter operations and due to the lack of trade and traflic 
to the Territory at that time, plus the competition of the subsidized 
airlines—well, had it not been for the MSTS contract which we were 
granted for the months of October and November, we would have to 
discontinue that service. 

Mr. Suriiey. Mr. Skinner, prior to your getting the MSTS deal 
to carry some passengers, am I correct in my understanding, at least 
I seem to have heard this, Mr. Clark told me it was so bad you were 
laying up your passenger fleet because the MSTS had vessels in con- 
stant service carrying the civilian employees and contractors’ em- 
ployees and military personnel and families up who up toa short while 
back had traveled on your vessel; is that the situation ? 

Mr. Skinner. Yes. They were traveling on our vessels up until 
the war. Ever since the war they have been using the facilities of the 
MSTS. 

Mr. Suetiey. What type of vessel were they handling up there? 

Senator Magnuson. They only had to go to just 1 or 2 docks. 

Mr. Sxrnner. The MSTS could speak for themselves better than I 
could. They have been operating out of the ports of California and 
Washington to Alaska. 

Senator Magnuson. The false economy was that no one was able 
to show us that it doesn’t cost as much to do it that way. The result 
is that in trying to keep it alive it is necessary to keep those rates up, 
which they are trying to get down, and, in turn, the Government has 
to pay the higher rates to bring stuff to Alaska. It just does not make 
sense, with all the problems we » have up there. 

It is a question of docks. I think that is a little bit out of this 
committee’s jurisdiction, but the Appropriations Committee has had 
this matter up. It is a peculiar service, and it is probably more 
necessary now than it has ever been. 

Senator Porrer. I wish to thank you kindly for your statement. 
We have scheduled one more witness for today. I realize it is 5 
o'clock. I would like to complete this today without any holdovers, 
if it is agreeable with you. I am sorry we had to sort of skip around 
in our schedule. We are happy to have you, Mr. Parkinson. 





STATEMENT OF B. H. PARKINSON, EXECUTIVE VICE PRESIDENT, 
COASTWISE LINE 


Mr. Pargkrnson. Mr. Chairman, and members of the subcommittee, 
my name is B. H. Parkinson. I am executive vice president of Coast- 
wise Line with offices at 150 Sansome Street, San Francisco, Calif. 
This statement on the subject, Alaska and Pacific Coastwise Opera- 
tions, is offered in response to an invitation from Senator Charles E. 
Potter, chairman, Special Subcommittee on Maritime Subsides. 

I offer as a part of my statement and marked “Exhibit 1,” a report 
on Pacific coastwist shipping prepared by Mr. R. F. Burley for the 
San Francisco Bay Ports Commission, State of California. This 
report is presently in the hands of the printer. San Francisco Bay 
Ports Commission have agreed to supply this committee with copies 
of said report in the next few days. I have carefully studied a print- 

er’s brief of this report and fully subscribe to it in its entirety. Mr. 
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Burley’s report covers the history of the Pacific coastwise trade briefly 
from 1850 and in considerable detail from 1926 to date. It states that 
for years of 1930 to 1947 the peak number of vessels operated was 150 
with a low of 14 vessels, September 1946. Of these 14 vessels, only 
5 were 1n service operating for account of the owners; the remaining 
) were Government-owned vessels operated by agents in an endeavor 
to revive the Pacific coast coastwise water route. It quotes from the 
testimony of Mr. Robert C. King, member of the United States 
Maritime Commission, during April 1947, in ICC Dockets 29721 and 
29722: 

In 1939, 16 operators, who were subsequently certified as common or contract 
arriers by your honorable (ICC) Commission, had 48 dry-cargo vessels of 1,000 
gross tons or over, totaling 158,000 deadweight tons in Pacific coastwise service. 
In addition, there were numerous smaller dry cargo vessels of less than 1,000 
gross tons each, principally lumber schooners, operating in the Pacific coastwise 

ide. 

To assist this Nation in meeting the tremendous shipping demands 
occasioned by World War II, 29 of the 43 vessels specified above, 
we 102,000 deadweight tons, were taken by War Shipping Ad- 

a the Army, and the Navy, for war use, and 8 vessels of 

000 deadweight were transferred to foreign registry, in the war 
service. Thus, more than 85 percent of this Pacific coastwise fleet was 
utilized in the war effort. This fleet of active vessels, immediately 
available for national defense purposes was of inestimable value in 
the national emergency with which we were confronted. 

The value of having the trained crews for these vessels was equally 
valuable to having the tonnage itself. 

Tod: ay there are only two water common carriers offering a general 
ervice in the coastwise trade. Mr. Olson mentioned 10 other vessels. 
lt is my understanding that those vessels are equipped for carrying 
pecial products and do not offer a general cargo service. 


COASTWISE LINE 


Coastwise Line operates Liberty-type vessels; 2 such vessels are 
operated in the coastwise-British Columbia service from Los Angeles, 
San Franciseo, Columbia-Willamette River, Puget Sound and British 
Columbia; and 6 such vessels in the summertime and 4 such vessels 
in the wintertime operating in the Pacific, coastwise, British Colum- 
bia, westward Alaska trade—that is, Los Angeles, San Francisco, 
Columbia-Willamette River, Puget Sound, British Columbia, and the 
Valdez, Whittier, Seward, Ane horage, Kodiak range in Alaska. 


OLYMPIC GRIFFITH LINES, INC, 


Olympic Griffith Lines, Inc., operates one Liberty-type vessel 
between Puget Sound, Columbia River, and ports in California. 

The combining of Pacific coastwise water-carrier service with that of 
sritish Columbia and Alaska water service is the most encouraging 
recent development for the survival of the Pacific coastwise merchant 
fleet, that is, survival of any part of the coastwise merchant fleet. The 
coastwise trade is predominantly a southbound service with vessels 
sailing southbound at near capacity and northbound comparatively 
light. The Alaska trade is just the opposite, vessels sailing north- 
bound at near capacity and southbound comparatively light. Cargo 
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moving from the California area to Alaska tends to fill in the north- 
bound leg of the coastwise service and cargo originating in British 
Columbia (namely newsprint for California ports) tends to fill in 
the southbound leg of the Alaska trade. The direct water service 
offered from California ports to Alaska ports eliminates transshipping 
at Seattle and thereby offers a substantial saving to shippers over the 
combination rail-water service. I have selected five outstanding needs 
of or suggested aids to the coastwise Alaska water service. 








EQUAL CONSIDERATION ON BEHALF OF THE INTERSTATE COMMERCE 
COMMISSION FOR THE WATER SERVICE AS FOR THE RAILROAD SERVICE 





Probably the most destructive force which has operated and is still 
operating against the Pacific coastwise water service is the Interstate 
Commerce Commission. ‘The ICC, in its earnest endeavor to “protect” 
the rail carriers from water “competition” during the past 35 years, 
has all but succeeded in eliminating the Pacific coast United States-flag 
merchant fleet. When the Pacific coastwise United States-flag 
merchant fleet was taken out of its berth route to service the needs of 
national defense, cargoes formerly carried by the fleet were diverted to 
rail. This offered the railroads an excellent opportunity to determine 
the exact cargoes carried by their competition, study the shippers’ and 
consumers’ requirements and to fix rates that would insure retention 
of this business by the railroads. 

A. The Pacific Coast Fourth Section Order. This order is fully 
described in Mr. Burley’s report. I quote very briefly: 


Under normal conditions, rail rates under part I of the Interstate Commerce 
Act are established on a basis wherein the rate increases with the distance in 
mileage. Rates to the lesser distant point are the same or less than to the 
greater distant point. Exceptions to this general principle are provided for 
under section 4 of the act (Shipping Act of 1916) * * * One of the major justi- 
fications for such an exception is that of water competition. Such fourth 
section rail rates may be justified by the rail carriers by a showing that the 
requested rates return out-of-pocket costs. This is as contrasted to the normal 
rate which is assumed to pay its share of taxes, depreciation, overhead, and 
profit in addition to out-of-pocket expenses. * * * An illustration of the two 
types of rail rates * * * may be that of a commodity upon which the normal 
rate from San Francisco, Calif., to Klamath Falls, Oreg., is 75 cents per 100 
pounds, while to more distant Portland, Oreg., it is $1 per 100 pounds. To meet 
the competitive water route, permission is granted under section 4 for the rail 
rate to Portland to be 65 cents per 100 pounds with the intermediate rate to 
Klamath Falls remaining at 75 cents per 100 pounds. 


In 1927, a decision (129 I. C. C. 3), was rendered: 


While previous fourth-section relief had only been extended to a few com- 
modities and then to a limited degree, this 1927 decision applied to all com 
modity movements, exclusive of lumber and lumber products. Among other 
things, it provided that the rail carriers might be granted exemption from the 
fourth section to the degree that they might maintain rates differentially related 
to those of the water lines in the amount of 10 cents per 100 pounds as to all 
commodities. This was far more drastic relief (to the railroads) than anything 
the water lines had contemplated, or had ever been previously allowed. * * * If 
the water lines were unable to secure, share, or retain a commodity movement, any 

ffort by them to increase the rate differential, which could only be accom- 
plished by a rate reduction, would be nullified by an automatic similar reduction 
in the competitive rail rate. 


B. Los Angeles rate blanket: 





Under the order, rail rates to and from interior points were to be made on 
a combination over the nearest port. Theoretically, the differentials prescribed 
by the Commission comprised the approximate additional costs paid by the 
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vo for water movement which were nonexistent by rail. This meant that 

rates to and from Los Angeles would be built on a combination over Los 
eles Harbor, adding the line haul rates between Los Angeles and the harbor 
the rail fourth section rates between the harbor and the northern ports 
create the total transportation charge. 

If that isn’t clear, I might remind you that the Los Angeles Harbor is 25 

es away from the industrial center, and it is necessary to bring it by truck 

r rail into the industrial center. 

The Interstate Commerce Commission unexpectedly issued a supplemental 
fourth section order wherein they blanketed the city of Los Angeles with 
Los Angeles Harbor in granting permission to the railroads to create rates 

mpetitive with the steamship companies. The net result was that for all 

ffic originating at or destined to the Los Angeles metropolitan area, the orig 

inally prescribed differential must include the full line haul rail cost accruing 

between Los Angeles and the harbor in lieu of a much lesser switching charge 

applying when the cargo originated at or was destined to the port itself. There 
is no longer any financial incentive for the shipper or receiver in the metro 
litan Los Angeles area to avail themselves of water service. Water trans 
rtation of general cargo to and from Los Angeles Harbor, as a consequence, 
adually was restricted to commodities originating at or consumed in the 
rbor area only. 


C. Hoch-Smith grain rate investigation: 


* 


Pacific coastwise water carriers in the southbound common carrier trade 
depended upon flour, feed, and other bagged grains for a substantial part of 
eir cargoes. Their vessels loaded directly at the elevators and mills in Port 
iand, Astoria (Oregon) ; Seattle, Tacoma (Washington), and elsewhere. There 
was also flour and feed originating at mills located at interior points in Oregon, 
Washington, Idaho, and Montana which moved by rail to the steamship docks 
in the Columbia River and Puget Sound area. The water lines were parties 
to joint through rail-water rates to California on this traffic * * * These joint 
rail-water rates were less than the all-rail rate between the same points by a 
sufficient margin to permit both routes to fairly compete with each other. 


Hearings on the Hoch-Smith grain rate resolution, January 30, 
1925, chapter 120, Statute 801, of the United States Code, were held 
by the Interstate Commerce Commission. 


Notwithstanding the water-carrier position (that a differential should exist 
between the all-rail and rail-water rate) the ICC concluded in this proceeding 
that the all-rail and rail-water rates should be identical. This was despite the 
fact that throughout the Atlantic coast and Great Lakes area as well as the 
navigable rivers, a percentage differential had long been recognized as proper 
between water-rail, rail-water, rail-water-rail, and all-rail rates. The resultant 
water rate on flour ranged from $3.50 to $4 per ton, and it was not long before 
the water carriers found they could not afford to handle this commodity at 
such a low rate level, 

D. In general, it is our contention: 1. That we are the low-cost 
carrier of the two transportation systems, that is, water and rail, 
and that we in our opinion proved ourselves in the hearing before 
the Interstate Commerce Commission in 1947 in San Francisco and 
Washington, D. C.: 

2. That the situation has now completely reversed itself since 1916 
to the extent it is now the water carriers that need protection against 
the competition of the railroads on the Pacific coast; that the fourth 
secion be rescinded and that railroads be required to set their com- 
petitive water rates at a level that will return more than their out- 
of-pocket costs; that attention should again be focused on the sub- 
stantially lower north-south (parallel to the water route) rates of 
the railroads in comparison with the much higher inland east-west 
rates for the same commodity for the same number of miles. 
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I don’t feel that I am at variance with Mr. Sinclair because I 
asking that these things be done simultaneously as well. 
To continue: 

. We appreciate the unpopular position that water carriers find 
the mselves in when urging that the rail rates be raised; however, we 
do feel it only fair to ask that the railroad not be permitted to meet 

lowered rate of the water lines simply because the water lines rate 
was lowered. If this situation continues to maintain, all incentive 
on the part of the water lines to increase their efliciency, to lower 
operating costs and thereby recover their lost business is thereby 
nullified by the ICC with one obvious result—elimination of Pacific 
coastwise water competition. It should be evident to the shipping 
public and to the interested Government departments who are willing 
to do a little long-range thinking, that elimination of water competi- 
tion would in itself eliminate the fourth section relief and/or its 
present-day equivalent, and restore the normal rates, that is, the higher 
port-to-port rates to the shipping public. 


Il. MINIMIZE THE MOVEMENT OF GOVERNMENT CARGO ON 
GOVERN MENT-OPERATED SHIPS 


Whereas we recognize that there are isolated movements of cargo 
which must necessarily be made on Government-operated tonnage 
such as isolated spots on the Aleutian chain and possibly Bristol Bay 
which could not be performed as a practicable operation by privately 
operated tonnage, we are strong in our opinion that all Government- 
owned cargo moving over a route served by a privately operated car- 
rier or carriers should be moved by said carrier or carrriers. It is 


our firm opinion that this can be done far more cheaply by priv: ite 
operators than by Government-operated tonnage, particularly 1 when 
necome tax on possible ] yrofit of the priv: ite carrier is considered 
There are substantia] paisa being moved stateside to Alaska in this 
eategory both for the Defense Department and the Department of 
the Interior, Indian Affairs, which should be diverted to common 
carriers. 


il. LACK OF ADEQUATE DOCKS AND LONGSHORE LABOR POOLS IN ALASKA 


[ submit as exhibit 2 a study made by an economist, Donald J. 
O’Connor, of docks and dock facilities in western Alaska. I submit 
as exhibit 3 an exchange of correspondence between Mr. A. A. Owen, 
Jr., business representative of the National Longshoremen’s Associa- 
tion, Anchorage, Alaska, and various Members of Congress and the 
Department of Defense. I have very carefully read Mr. O’Connor’s 
report and whereas I agree entirely with the facts developed by him, 
my conclusions and recommendations are in the same general direc- 
tion but not identical. I have reviewed the correspondence with Mr. 
Owen and believe that his position is proper 

I have not commented on Mr. Owen’s correspondence. It is cor- 
respondence between the Defense Department and Congress in an 
effort to prove that there are ample, capable trained longshoremen 
available at Anchorage for serving the ports of W hittier and An- 
chorage. He says there is no need for the United States Army main 
taining 800 personnel at the port of Whittier to do longshoremen’s 
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work instead of the civilians doing the work. He says that they can 
do it quicker and cheaper and that he will have a pool there avail: ib sle 
at all times. 

The importance of this subject may best be demonstated by stating 
that approximately 54 percent of the voyage expense of vessels plying 
coastwise from California, Oregon, and Washington ports to western 
Alaska is the cost of loading and discharging cargo. This is exclusive 
of dock and port charges. Loading and discharging costs are higher 
in Alaska than statesie. This higher cost is in addition to longer 
ship’s time as a result of in: ability to work vessels at full capacity. 
It should be remembered that Liberty vessel’s time is approximately 
$2,000 per day and such standby vessel’s costs resulting from con- 
sistent delays in loading and discharging must be added to the freight 
cost. A 2-day delay is $1 per ton. There is no such person as a full- 
time longshoreman in Alaskan ports, with the possible exception of 
Anc horage. Vessels depend upon workers in the general run of em- 
ployment to quit their work and load and discharge vessels while 
the vessel is in port. 

They do belong to a longshoremen’s union, but they only work part 
time at that work. 

As for dock facilities, with the exception of the port of Whittier 
(before the docks burned), there are no docks that permit the work- 
ing of more than three hatches, which is three-fifths of the capacity 
of the vessel. 

The problem of docks and dock facilities in western Alaska are 
inseparably related to the Alaska Railroad. The Alaska Railroad 
is Government-owned and operated, operating from Seward to 
Anchorage—a distane e of 115 miles, or from Whittier to Anchorage— 
a distance of 57 miles, thence from Anchor: age to Fairbanks—a dis- 
tance of 356 miles. The Department of the Interior has just com- 
pleted a rehabilitation program of this railroad from Whittier to 
Anchorage and from Anchorage to Fairbanks, including freight 
breakup yards, shops, and terminal facilities amounting to approxi- 
mately $55 million. Portage is a junction point between Whittier 
and Ancho age, the terminus of the Seward-Portage leg on the route 
from Seward to Anchorage. This section crosses three mountain 
ranges, whereas the shorter route from Whittier is at water level. 
This section has not been rehabilitated because it is the opinion of the 
railroad technicians that from an operating standpoint it is not 
warranted. 

They recommend its abandonment. The cost of rehabilitation is 
estimated at $16,500,000. This item, however, has been reinstated in 
the railroad’s budget upon thie insistence of the Defense Department ; 
therefore, presumably as a defense measure. Transshipping of water 
borne cargoes at Seward to date has been anything but an efficient 
operation. The railroad dock built in 1910 has a floor capacity of 
less than 1,000 tons. There have been as many as 3 Liberty vessels 
at dock or in the stream waiting to discharge 5,000 tons each, and i 
can be plainly seen that 1 vessel can discharge only one-fifth of its 
cargo to the floor of the dock; which points up the requirement that 
vessel’s cargo be moved from vessel to rail car. This presents all 
sorts of difficulties such as keeping lots together, lost time in switch 
ing cars, nonavailibility of cars, et cetera. Couple this with the small 
labor pool that can be drawn from a population of about 2,000 and 
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you have a very expensive discharging operation. The Army has an 
antiqui ited facility at Seward which is not ad: aptable for winter use. 
The railroad must take its trains over the mountain ranges in sections 
of 5or6 cars. Contrast this situation with the port of Whittier where 
there were, prior to the fire, modern terminal facilities, both docks 
and warehouses sufficient to discharge three Liberty-type vessels at 
one time. The rail haul to Anchorage is at water level permitting 
trains of 60 cars over a 57-mile route. The United States Army has 
insisted on confining oper: ations in this port to military cargo and 
Alaska Railroad cargo. The military cargo is loaded and discharged 
with GI longshoremen. There are approximately 800 Army per 
sonnel at Whittier. The Alaska Railroad cargo is loaded and dis 
charged with civilian longshoremen and railroad employees. There 
are approximately 60 railroad employees at Whittier. Also, at the 
port of Whittier, are a Union Oil Co. petroleum dock and installation 
and a lumber-mill operation conducted by the Columbia Lumber Co. 

I put those items in there because Mr. Owen has had liffeuity in 
explaining to the Defense Department that there are other people 
besides GI's at Whittier, and the idea that the GT salary as compared 
to the longshoremen’s salary makes the GT dissatisfied is not some 
thing in the future but is present now, because there are civilian 
longshoremen there now and that he does not believe they should be 
drafting young men to take civilian jobs as longshoremen. 

It is estimated that the Army has spent approximately $40 million 
in port facilities and housing at Whittier. Mr. O’Connor, in his 
report, estimates that the port has been used at only one-twelfth of 
its capacity. 

The port of Anchorage is not open for normal operation 12 months 
of the een One can safely de ~pend on normal operation at least 8 
months out of the year, although some years it has been open year 
round. However, during these 8 open months is the period when 80 
percent of the annual movement of ¢ argo moves into the westward 
territory. The entire waterfront area is either under the Department 
of the Interior or Defense Department control. The one dock, if it 
may be so called, is owned by the Alaska Railroad under lease permit to 
the United States Army. It is an uncovered one-berth facility. It 
is necessary to use breasting barges between the vessel and the dock 
because of low water at low tide. In spite of the inadequacy of the 
dock facility, this port offers prompt dispatch to vessels because of 
the unlimited labor pool of longshoremen at Anchorage, permitting 
the working of 5 hatches and 2 ships. 

We have seen how the only worthwhile port in westward Alaska 
was destroyed in a matter of a few hours. It seems that if as a defense 
measure it is worthwhile spending $55 million on the Alaska Rail- 
road, $40 million on the port of Whittier and another $16,500,000 on 
the Portage-Seward leg of the Alaska Railroad, it certainly would be 
worthwhile to spend $3 million each for adequate docking facilities 
at Seward, Anchorage, and Whittier. This would require a revision 
in Alaska Railroad policy. Appropriation committees of Congress 
have insisted that the Alaska Railroad operate at a profit. The ‘only 
way that this railroad can possibly continue to operate at a profit 
would be to continue to bottleneck and discourage competing forms 
of transportation from eating into its revenues; namely, tracklines 
from Seward to Anchorage to ) Fairbanks and the water lines carr ving 





MERCHANT MARINE STUDIES 815 


cargoes directly into Anchorage. Both of these alternatives offer sub- 
stantial savings to receivers of cargo in Alaska, but will definitely 
take business from the railroad. If a policy were adopted for the 
\laska Railroad that the railroad is to be operated in the interest of 
the development of Alaska as a defense measure, then the Seward 
ind Anchorage docks could be built by the railroad and have facilities 
and capacities which would permit the interchange of cargo from 
water to truck as well as from water to rail. At the present moment, 
there is no facility on these docks for transferring it from the ship 
totruck. The Seward, Anchorage, and Whittier docks could be oper- 
ated by the Alaska Railroad through contract with civilian stevedore 
companies. 


IV. CONTAINERS—VANS—ROLL-ON ROLL-OFF EQUIPMENT 


A combination of this type of equipment in conjunction with con- 
ventional stogwage is the answer to coastwise and Alaska water trans- 
portation that is equipment wise. This equipment is not only necessary 
to reduce the loading and discharging costs so that water transporta- 
tion may compete with rail trans portation but is necessary to offer 
protection to types of cargo requiring protection against heat or cold 
and pilferage, and to offer the necessary dispatch to attract said 
cargoes to water transportation. 

The coastwise-Alaska trade has been and still is considered a second- 
hand vessel trade. That is to say, the tariffs in these trades will not 
support the required depreciation writeoffs of new and specially con- 
structed tonnage. I do believe, however, that reconstruction of 
Liberty-type tankers or Liberty-type dry cargo vessels would be suf- 
ficient. Government aid might be in the form of guaranteed low-cost 
bank loans and acre as depreciation rates for tax purposes as earn- 
ings may warrant. Incidentally, Coastwise Line did have an agree- 
ment with the Tre: asury Department for a 214 year writeoff of vessels 
purchased for this trade, but the Treasury Departme nt subsequently 
extended this writeoff to 5 years and backbilled Coastwise Line with 
a substantial deficiency plus interest. This is another example of 
the difficulty in making business plans where a Government depart- 
ment agreement is an important factor. During the past 10 or more 
years, a Government department agreement has apparently been sub- 
ject to change without notice. 

I put no political implication on that. It is something that has 
grown out of the war where unilateral adjustments have been made 
on contracts and agreements and strange interpretations have been 
put on the wording of the contracts to the disadvantage of the 
operators. 


V. BRITISH COLUMBIA PILOTAGE FEES ASSESSED AGAINST COASTWISE LINE 
VESSELS 


Congressman Allen has been doing a lot about this. Attached is a 
statement which I have marked “Exhibit 4,” setting forth the cir- 
cumstances and the manner in which British Columbia assesses a pilot- 
age fee against vessels of Coastwise Line entering those waters even 
though a pilot is not used. We consider this gross discrimination. 
Whereas this is a small matter when set against the problems of the 
maritime industry, it is an important item to Coastwise Line. 








816 MERCHANT MARINE STUDIES 


Seventy-five percent of the newsprint produced in British Columbia 
is moved to California ports in foreign-flag bottoms. By this, I do not 
mean Canadian vessels, but Swedish and Norwegian vessels. QOb- 
viously, the bareboat costs of these vessels due to lower foreign con- 
struction costs and the lower wage costs of these foreign crews pro- 
hibits American-flag vessels from competing in a parallel voyage. 

It is our firm opinion, however, that if we can regulate the dispatch 
of vessels in Alaska to a point where we may depend upon their return 
to the Canadian and statewide waters with as much regularity and 
promptness as can be expected from stateside ports (our vessels have 
been delayed in Alaska from 3 to 14 days) and provided that all fringe 
issues such as this pilotage-fee discrimination are removed; we can 
move this foreign-flag cargo with American-flag vessels on their 
southbound leg from Alaska. 

Senator Porrer. I wish to thank you for your statement. Your 
exhibits and data will be made a part of the record. 

(The material referred to is as follows :) 





Exursit 1 






A Report oN Paciric COASTWISE SHIPPING WITH SPECIAL REFERENCE 
San Francisco Bay Ports AREA 
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tive secretary. 

















LETTER OF TRANSMITTAL 
JUNE 18, 1953. 
To the President of the Senate, the Speaker of the Assembly, and the Members 
of the Legislature, State of California: 

Reference is made to part 1 of the report of the San Francisco Bay Ports 
Commission submitted to the legislature on January 12, 1953. On page 9 of 
that report the commission stated that it planned to conduct studies of the 
intercoastal and coaswise trades and to make those studies the subject of supple- 
mentary reports. 

A study of the intercoastal trade prepared by Mr. J. A. Stumpf has already 
been submitted as part II of the commission’s report. 

There is now transmitted herewith as part III a study of Pacific coastwise 
shipping prepared at the commission’s request by Mr. R. F. Burley, of San Fran- 
cisco. Mr. Burley was traffic manager of McCormick Steamship Co. and the 
steamship division of Pope & Talbot, Inc., which in the prewar years represented 
one of the largest steamship operations in the Pacific coastwise trade. His long 
experience with that trade throughout its period of greatest growth and the 
beginning of its decline give substantial authority to his views. 

‘The commission has not edited Mr. Burley’s study and the opinions it expresses 
do not necessarily represent those of the commission members. The commission 
does feel, however, that the report merits careful consideration by all interests 
concerned with Pacific coast shipping, not only for itself but because of the 
bearing which the events it describes may have on the future of other trades 

To the best of the commission’s knowledge, Mr. Burley has brought together 
for the first time the unhappy history of our coastwise shipping and the causes 
wuich have ied to its practical disappearance in the years following the war. 
Except for a few highly specialized operations, there is no longer any carriage 
ot goods by water in the range of ports extending from San Diego to Bellingham, 
where in years gone by there was a substantial and flourishing coastal trade. 
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Unlike the intercoastal situation, where substantial service still exists and 
where the problems of traflic increase, while difficult, seems not unsolvable, the 
coastwise trade, on any broad scale, has gone and hope for its revival must 
apparently await the future development of some new type of ship- and cargo- 
handling methods which can make it again competitive with the costs and service 
offered by the land carriers. It seems obvious from Mr. Burley’s recital that no 
cooperative effort, with the tools presently available, can succeed in reestablish- 
ing sea carriage on the Pacific coast, and substantially the same thing has 
happened on the other coasts of the United States. 

Unhappy as this conclusion may be, it seems better to know it and face it 
than to continue any well-meaning but wasted effort which might better be 
applied in directions holding more promise for effective results. 

Respectfully submitted. 

JoHN E. CusHine, Chairman. 


FOREWORD 


This survey of the domestic Pacific coastwise steamship trade has been made 
with the thought in mind that, historically, the major development of common- 
carrier services commenced following the termination of World War I. It 
should be recalled, however, that for many years, going back as far as 1850, the 
only means of commerce between California, Oregon, and Washington was by 
sailing vessels. Rail transportation was instituted a long while after there had 
been a steady flow of traffic coastwise by water. The problems of the water 
carriers in later years have been mainly those of retaining or preventing the 
diversion of their traffic volume to land transportation. 


I. HISTORY OF PACIFIC COASTWISE TRADE 


1. Period 1920-380 
The Pacific coast prospered with many types of coastwise steamship service 


after the termination of World War I. Passenger travel by ship was an active 
business with a considerable number of combination passenger-freight vessels in 
operation. 


Pacific Steamship Co., using the trade name “Admiral Line” maintained the 
largest fleet, many of their vessels also having passenger accommodations. The 
weekly sailings of the Alewander-type ships to the north and south were an 
occasion. Each Saturday the steamship H. F. Alexander sailed from San 
Francisco for Seattle, arriving Monday morning. This super freight and pas- 
senger service was exceedingly popular with the traveling public. 

San Francisco-Portland Steamship Co., owned by the Union Pacific Railroad, 
operated passenger-freight vessels between California and Portland, primarily 
headed by the steamship Rose City. About 1924, this company was taken over 
by the McCormick Steamship Co., which continued the operation for several 
years. This combination passenger-freight service was then abandoned due to 
the high costs of operation. 

Express passenger-freight service was offered between San Francisco, Los 
Angeles and San Diego by the steamships Yale and Harvard of the Los Angeles 
Steamship Co. The White Flyer Line operated the steamship Humboldt be- 
tween San Francisco and southern California via Santa Barbara, handling both 
freight and passengers. For a short period the Dimon Steamship Co. operated 
several combination vessels on the Portland route. Many of the wooden steam 
schooners had limited passenger accommodations which were fully utilized. 

The balance of coastwise service was maintained by wooden steam schooners 
and steel cargo vessels generally constructed by the United States Government 
for use in World War I. 

Freighter ficet—During this decade there were a hundred or more wooden 
steam schooners, varying in size from 300- to 3,000-deadweight tons, operating 
along the Pacific coast. These schooners were built primarily for the carriage 
of lumber from ports along the northern California, Oregon, and Washington 
coasts and from mills located on Puget Sound, the Coluimbia and Williamette 
Rivers. The small schooners served the shallow water or open ports, such 
as Fort Bragg, Albion, Crescent City in Califernia, and Bandon, Reedsport, and 
Siuslaw River ports in Oregon, Many. of these smaller communities were 
dependent on the schooners for their groceries, feed supplies, and other mer- 
chandise purchased in San Francisco. Prior to the building of the North- 
western Pacific Railroad, Eureka and other northern California coast ports and 
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cities surrounding Humboldt Bay used the lumber schooners owned by su 
companies as Little River Redwood Co., E. J. Dodge & Co., and 
Lumber Co., and others for practically all their inbound supplies. 

Of the larger wooden vessels serving the Columbia River, Grays Harbor 
Willapa Harbor, and Puget Sound areas, many handled lumber exclusively) 
others accepted northbound cargo in the winter months only when ballast was 
important, and the halance engaged in the northbound general cargo trade as a 
regular practice. The latter group of schooner owners lacked an organizatior 
with the “know-how” to accumulate northbound cargo or handle the details of 
tariffs, terminal deliveries, manifesting, and collection of freight charges 

To fill this need, companies such as the Parr-McCormick Steamship Co. were 
organized to secure an agreement from one or more of the steam-schooner own 
ers with a fairly large fleet to secure first call on these vessels for availab 
northbound cargoes. Such agreements created 


Hammor 


a basic coastal service, supple 
mented by additional understandings with other vessel owners when cargo 
offerings increased. The basis of compensation to the agency company was 
usually a commission on the gross freight charges plus a fee for terminal 
stevedoring work. 

Northbound general cargo operations of the above nature were quite compet 
tive with the services provided by the Admiral Line, San Francisco-Portland 
Steamship Co. and others. Rate differences developed and were usually settle 
by an agreed rate differential between the slower and less frequent schoons 
services and the faster and more frequent freighter and passenger-freighter 
lines. These schooners rarely had between-decks space, so the proper stowage 
of miscellaneous commodities was always a problem. 

Since these schooners handled lumber only on their southbound voyage there 
was little competition in that direction with the vessels of the passenger-freight 
lines handling commodities such as flour, feed, and paper. Unsatisfactory at- 
tempts were made to operate a southbound common carrier services with wooden 
vessels such as the Georgina Rolph and Annette Rolph. 

The addition of the steel cargo vessels to the operations of the agency com 
panies and the integration of them with the wooden vessels improved and 
changed the entire picture of coastwise water transportation for the next 20 
years. The Government built many fine small steel vessels during World War I, 
one of the most popular being the 5,000-ton “Laker” type. This type proved 
highly suitable for the transportation of lumber. 

During the year 1921, McCormick Steamship Line, owned by the Chas. R 
MeCormick Lumber Co., commenced operations using the fleet of McCormick 
built and owned steam schooners as the basis for their general cargo service. 
They also soon acquired the interests of the Parr-McCormick Steamship Co. In 
order that a well-rounded competitive schedule could be offered the public in 
competition with the Admiral Line, they acquired sufficient steel vessels to engage 
in the general carriage of freight in both directions, Their southbound service 
included such commodities as paper, flour, feed, canned goods, and, for the first 
time in Pacific coast history, wheat in bulk. These vessels also provided much 
improved stowage for northbound merchandise. The first two steel vessels in 
this operation were the steamship Wallingford and steamship Silverado. 

The Nelson Steamship Co., owned by the Charles Nelson lumber interests, 
added steel vessels to their fleet and operated a similar type of service competi- 
tive with McCormick. Nelson was most active in the Puget Sound district 
while McCormick had their preponderance of service in the Columbia River 
district. The Christensen-Hammond Line later organized the same type of 
operation. 

As this type of service developed these companies became quite active in the 
common carriage of lumber and, because of their frequency and nondependability 
on lumber exclusively for cargoes, were able to accept that commodity from 
mills in smaller quantities than that required for a steam schooner load. This 
proved quite a convenience to the lumber shippers and ultimately resulted in 
the curtailment of steam schooner operations. These steel between-deck vessels 
were a marked improvement over the wooden schooner for lumber cargoes due 
to a greater cargo carrying capacity, faster speed, economy of operation, and 
better ability to participate in the income from northbound cargoes. They were 
eventually to completely replace the wooden lumber carrying vessel. 

The following frequency of sailings per week in the California, Oregon, Wash- 
ington general cargo common carrier trade existed in the year 1928: 


al 
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Between San Francisco 
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teamship Co 
rmick Steamship Co 


mm Steamship Co 
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At this time there were also eight or more available sailings per week between 
San Francisco and southern California. 

Period 1930-40 

Until this time, the carriers in the intercoastal trade had never engaged in 
the handling of coastwise cargo between Pacific coast ports. Finally, several of 
the operators with a more frequent intercoastal service decided also to engage 
in the handling of general cargo, primarily northbound between California, 
Oregon, and Washington ports Because of their size, these intercoastal vessels 
made no attempt to call at other than their regular terminals for freight, which 
somewhat restricted their opportunity to increase traffic volume. However, this 
policy did provide additional frequency for coastwise shipments of general 
merchandise which was to the benefit of the shipping public. 

In 1930, there were a total of 147 vessels in what was considered to be the 
Pacific coastwise fleet, and approximately one-half of the total were of steel 
rather than wooden construction. Many of the smaller schooners had outlived 
their usefulness and were headed for the scrap yard, 58 having disappeared by 
the end of 19386. 

Major labor difficulties arose for the first time in many years during 1934. 
The members of the International Longshoremen’s Association called a strike in 
the month of May. After a short, futile attempt by some operators to continue 
with nonunion labor, all Pacific coast ports were tied up completely, and work 
was not resumed until August. Out of the settlement of this strike came the 
precedent for establishment of a 6-hour straight-time day. 

In the latter part of 1936, all seagoing maritime personnel went out on a 
strike which lasted 98 days, extending to February 4, 1937. The consequent in 
creased costs from this strike, added to the higher stevedoring costs arising out 
of the 1934 tieup, created a serious financial problem for the coastwise carriers 
which proved to have far-reaching consequences. 

Since cargo carryings could no longer create sufficient income to offset the 
expenses of ship operation, loading, discharging, and terminal costs, the Pacific 
Steamship Co, felt compelled to retire from business in 1926. This included the 
withdrawal of the Alexander passenger-freight ships and the termination of 
coastwise passenger vessel service. For the same reasons, the Nelson Steam- 
ship Co. also withdrew from service. The Coastwise Line, with six freighters, 
replaced the Admiral Line freight service in 1937, and at the same time the 
Consolidated-Olympic Line started an agency operation. The Los Angeles Steam- 
ship Co. terminated their operations in November 1937. 

In 1939, the following weekly frequency of service existed : 


Between San Francisco 
and 


Seattle- 


Portland Tacome 


| 
Consolidated-Olympic Line % 1 


Coastwise Line l l 
McCormick Steamship Co 2 2 
Hammond Line ] I 
American-Hawaiian Steamship Co 6 l 


Total per week.._- d 5 ti 





820 MERCHANT MARINE STUDIES 


You will note this represents a reduction of 1 sailing per week in the Portland 
route and 2 sailings per week in the Puget Sound route as contrasted to 1928 
Pacific coastwise general cargo tonnage—1939.—Coastwise tonnage movement 
for the year 1939 were made available to the Interstate Commerce Commission 
during subsequent hearings in ICC Dockets 29721 and 29722. These statisti: 

apply to general cargo only and exclude lumber and bulk commodities: 


Outbound 
(short 


tons 


Grand total, 1939 coastwise tonnage 1, 340, 141 
Los Angeles, total baw 110, 801 


in Francisco Bay area | 46. 984 
Portland and Columbia River area 33, 882 


eattle and Puget Sound area 935 


San Francisco, total 


Los Angeles and vi inity 
Portland and Columbia River area 
Seattle and Puget Sound 
Other Pacific coast ports 


Portland and Columbia River, total 


Los Angeles and vicinity 
San Francisco Bay area 
Seattle and Puget Sound 
Other Pacific coast ports 


Seattle and Puget Sound, total 


Los Angeles and vicinity 

San Francisco Bay area 
Portland and Columbia River 
Seattle and Puget Sound 
Other Pacific coast port 


Other Pacific Coast ports, total 
San Francisco Bay area 


Portland and Columbia River 
Seattle and Puget Sound 


It will be noted that of the total coastwise movement—1,340,141 tons—114,950 
tons (about 10 percent) was California intrastate cargo, and 131,268 tons 
(10 percent) was local Puget Sound carge, The remainder, about 1,100,000 tons, 
was strictly interstate tonnage. 

3. Postwar period 

The activities of the Pacific coastwise fleet during World War II can best be 
described by quoting from the testimony ot Mr. Robert C. King, member of the 
United States Maritime Commission, during April 1947, in ICC Dockets 29721 
and 29722: 

“In 1939, 16 operators, who were subsequently certified as common or contract 

ers by Your Honorable Commission, had 43 dry cargo vessels of 1,000 gross 
tons or over, totaling 158,000 deadweight tons in Pacific coastwise service. In 
addition there were numerous smaller dry cargo vessels of less than 1,000 gross 
tons each, principally lumber schooners, operating in the Pacific coastwise trade 
lo assist this Nation in meeting the tremendous shipping demands occasioned 
by World War II, 29 of the 43 vessels specified above, totaling 102,000 deadweight 
tons, were taken by War Shipping Administration, the Army, and the Navy, for 
war use, and 8 vessels of 35,000 deadweight were transferred to foreign registry 
Thus, more than 85 percent of this Pacific coastwise fleet was utilized in the 
war effort. This fleet of active vessels, immediately available for national 
defense purposes was of inestimable value in the national emergency with which 
we were confronted.” 

An exhibit was introduced before the Interstate Commerce Commission in 
these hearings depicting the decline in the number of vessels operating 1950 
versus 1947. The peak was 150 vessels. The low of 14 vessels was in September 
1946, and of the 14 only 5 were in service operating for account of the owners 
the remaining 9 were Government vessels operated by agents in an endeavor 
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revive the route. It was indicated that of the vessels operated during this 
eriod, 71 had been sold, 22 scrapped because of obsolescence, 33 lost at sea, 
7 laid up permanently, 7 then engaged in an offshore trade and 6 under repair 
without any commitment as to their reentry in coastwise operations 

During World War II, the Interstate Commerce Commission made certain 

nendments to the Pacific Coast Fourth Section order. This caused the coast- 
wise carriers that retained common carrier certificates to believe there might 
he some opportunity to get back into business if given a practicable opportunity 

» determine whether or not the traffic was available and at rates which would 
ermit vessel operation. A Ship Sales Act, setting the price for World War II 
hips, passed Congress in 1946. Therefore, it became necessary to determine 
f it was worthwhile to acquire such vessels. 

Since a period of experimentation was deemed desirable, the War Shipping 
Administration applied to the Interstate Commerce Commission for the right 
to operate certain Government-owned vessels in the route, assigning the opera- 
tion of these vessels, and the responsibility of securing cargoes to the certificated 
arriers on what was termed a “berth agency” arrangement. Authority was 
ranted by the ICC, and 9 of the 5,000-deadweight-ton MAVI type vessels were 
illocated to the service. 

The operation of these nine Government vessels shortly demonstrated that 
the shipping public was disinterested in reverting to water shipments. There 
was little, if any, rate saving by water; the service was not sufficiently frequent 
to offset the daily schedules of the motor and rail carriers; the fear of water- 
front strikes and sudden interruptions in service remained; and many com- 
modity movements which the water lines formerly depended upon had 
disappeared. 

The losses due to lack of volume and insufficient freight rates to cover the 
costs of stevedoring and vessel operation forced the War Shipping Administra- 
tion to reduce the number of allocated vessels to six. Finally, the losses became 
so great and future prospects so poor that the experiment was abandoned 
entirely in June 1947, and the vessels withdrawn. The War Shipping Admin- 
istration and the United States Maritime Commission are to be commended 
for their contribution to the carriers in this rehabilitation effort. 

j. Present coastwise service 

Following the termination of the Government’s experimental operation, the 
first certificated common carrier to acquire vessels and commence service was 
the Coastwise Line in 1947. The following year they announced the addition 
of Alaska to their scope of activity and since that time have provided a combi- 
nation service with Liberty- and Victory-type vessels between California, Oregon, 
Washington, British Columbia, and Alaska. The quantity of service has been 
dependent upon the availability of vessels and cargo. 

The Olympic Steamship Co., now known as the Olympic-Griffiths Lines, Ine., 
has maintained a somewhat infrequent service between Puget Sound and ports 
in California with a company-owned Liberty vessel and occasional charters. 

Permanente Cement Co. has acquired 2 vessels for the handling of cement 
in bulk, 1 of which is regularly operated as a private carrier between California 
end the Northwest. 

The Oliver J. Olson & Co. currently own and operate seven steam-propelled 
vessels of prewar construction in the lumber trade, confining themselves to 
that commodity when shipped in unit packages. Their vessels are equipped 
with cranes to perform the loading and unloading. Olson has recently converted 
his contract-carrier rights to those of a common carrier for lumber and woodpulp 
cargoes, 

Owens-Parks Lumber Co. of Los Angeles own and operate one steam-propelled 
vessel as a private carrier in the lumber trade. 

A number of former United States Navy vessels have been converted for the 
expeditious handling of packaged lumber, some of which are diesel-propelled. 
The W. R. Chamberlin Co. (West Coast-Transoceanie Line) is operating from 
Seattle to California a converted NC 3 and the Irwin and Lyons lumber people 
on Coos Bay, Oreg., own and are running two such converted vessels. 

Some certificated carriers, such as Pope & Talbot, Inc., have never resumed 
coastwise operations, but do engage in the handling of.certain coastwise cargoes 
on their intercoastal vessels. 

The dearth of common-carrier water service has created interest in the trade 
by many tug and barge concerns. There are about 10 companies that have been 
granted common-carrier rights by the Interstate Commerce Commission. Their 
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actual operation has been infrequent and mainly confined to the transportatio 
of lumber. 

These 10 companies represent all of the coastwise water service today on o 
Pacific coast other than operations to and from British Columbia and Alaska 
which are not considered domestic trades. 


Il. RATES AND REGI LATIONS 


1. The Pacific coast Jourth section order 


lhe water carriers, subject to the provisions of the 1916 Shipping Act, wer 
only regulated to the extent of filing their maximum rates. The differences 
between the going or minimum rate and that filed were considerable. The actual 
rates of the rail carriers were subject to regulation by the Interstate Commerc 
Commission through the provisions of the Interstate Commerce Act. Certair 
water lines participated in joint through rail-water rates between California 
ports and interior points in the Northwest, east of the Cascade Mountains, as 
filed under section 1 of the Interstate Commerce Act. 

The Shipping Act of 1916, did provide, under section 15 thereof, that the 
Steamship lines might make agreements between the mselves, functioning through 
conferences or associations, and prescribe their rates, rules. and regulations for 
transacting their business Such agreements were subject to the prior approva 
of the regulatory body administering the act and. upon approval, were specifica] 
exempt from antitrust laws. These agreements, such as the one providing for 
Pacific Coastwise Conference of common carriers operating in the interstats 
coastwise trade, were a method of self-regulation. Rate stability and uniformity 
were only achieved to the extent that the majoi ity of all common carriers sub 
scribed and adhered to the conference agreement and the rates, rules, and regula 
tions af the conference tariffs 

Under normal conditions, rai] rates under part I of the Interstate Commerce 
Act are established on a basis Wherein the rate increases With the distance in 
mileage. Rates to the lesser distant point are the same or less than to the 
greater distant point. Exceptions to this general principle are provided for 
under section 4 of the act which is referred to as the long- and short-haul clause 
The Interstate Commerce Commission is empowered to crant exceptions wherein 
the rates for the longer distance may be less than for the shorter distance alons 
the same route. One of the ina jor justifications for such an exception is that of 
water competition. Such fourth section rail rates may be justified by the rail 
carriers by a showing that the requested rates actually return to the rail carriers 
something bevond out-of pocket costs even though presented on an added tra ffx 
basis. This is as contrasted to the normal rate which is assumed to pay its 
Share of taxes, depreciation. overhead, and profit in addition to out-of-pocket 
expenses. Where fourth-section relief has been granted rail carriers because 
of water competition, the new traffic secured is consequently considered to he 
added traffic and does not bear its full share of all railroad operating costs. The 
administration of section 4 by the ICC has played a very important part in thé 
history of the decline of the Pacific coastwise water-transportation industry. 

An illustration of the two types of rail rates included in the above statement 
may be that of a commodity upon which the normal rate from San Francisco 
Calif., to Klamath Falls, Oreg.. is #5 cents per 100 pounds, while to more distant 
Portland, Oreg., it is $1 per 100 pounds. To meet the competitive water route 
permission is granted under section 4 for the rail rate to Portland to be 65 cents 
per 100 pounds with the intermediate rate to Klamath Falls remaining at 75 
cents per 100 pounds, 

\fter the passage of the 1920 Tran portation Act the Interstate Commerce 
Commission was requested to review all instances throughout the United States 
Where they had granted fourth section relief on account of water competition 
Shortly thereafter the ICC conducted a hearing in regard to such rates granted 
the Southern Pacific Co along the Pacifie coast. Such hearings were quite 
extensive, The ICC did not render a decision until 1927 (129 1¢@ 3). During 
the interim the ICC had declined the application of the transcontinental rail 
‘ines for similar fourth-section relief te meet intercoastal water competition. 

While previous fourth-section relief had only been extended to a few commod 


fies and then to a limited degree. this 1927 decision applied to all commodity 
vernents, exclusive of lumber and lumber products. Among other things 
provided that the rail carriers might be granted exemption from the fourth sectioy 
to the degree that they micht maintain rates differs ntially related to those of th 
waterlines in the amount of 10 cents per 100 pounds, as to all commodities. This 
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s far more drastic relief than anything the waterlines had contemplated, or 
hud ever been previously allowed. 

It should be explained that the matter of rate relationships, generally expressed 

terms of cents per 100 pounds, is a very delicate and complicated matter 
between the water carriers, land carriers, and the shipping public. Since the 
steamship lines must operate between specific and stationary places (ports and 

rminals), not possessing the flexibility of a rail or motor carrier, the cost of 
moving the cargo to and from the vessel’s terminal is all important. There also 
ire costs peculiar to water transportation such as port charges and marine 

surance costs. Another important and oft-disputed factor is the intangible 

ount that must be computed in a rate differential to make it equally attractive 

the shipper or receiver to forward his goods via the water or rail route. This 
ntangible factor is variable and difficult to accurately determine. It 
iccording to circumstances. 

A flat differential of 10 cents per 100 pounds without regard to the character- 
stics and details surrounding each commodity movement was considered unsatis- 
factory by the rail carriers. Inasmuch as there had been a considerable lapse 
of time since the original hearing in this matter, the ICC decided, after the rail 
arriers had protested the decision, to have a complete rehearing. 

The reopened proceedings were held in San Francisco, Portland, and Medford, 
Oreg., in what was known as the Pacific Coast Fourth Section cases (165 ICC 
373), during 1928 and 1929. The steamship carriers through their Pacific Coast- 
vise Conference were represented in these prolonged hearings, filed briefs, and 
participated in oral argument before the ICC. The conference opposed the 
efforts of the Southern Pacific Co. and the affiliated rail carriers in their efforts 
to throttle the development of the water-carrier industry on the Pacific coast. 

The rail lines sought an involved system of differentials wherein the spread 
would be the maximum amount on port to port traffic, less the amount of 1 
switching charge on traffic from or to a port and an interior point, and less 2 
switching charges on traffic from and to an interior point. 


differs 


As a typical example, 


they sought 8 cents per 100 pounds as the maximum spread on X commodity, 


6 cents if originating at or destined to an interior point and 4 cents if originating 
at and destined to an interior point. The water carriers were expected to com- 
pete with the rail lines for traffic at such a minute rate difference, many times 
insufficient to cover the additional costs of moving the cargo to and from the 
carrier’s terminal, pay marine insurance costs, and port charges. 

It was during these hearings that the principal traffic witness of one of the 
rail lines testified that the water lines were only entitled to 50 percent of the 
traffic originating at and destined to a coastal port, and none of the traffic 
originating at or consigned to an interior point beyond the port. That point 
of view was indicative of the rail policy toward water competition (refer to 
the foreword to part I). 

The Interstate Commerce Commission announced their decision in 1930 (165 
ICC 373). The rail carriers received virtually everything they requested. A 
rate differential ranging from 2 to 18 cents per 100 pounds was prescribed, 
depending upon the commodity. This differential, however, was to apply equally 
on interior and on port to port traffic which was contrary to the rail proposal. 
Another disturbing portion of this order was that the rail carriers could reduce 
their rates concurrent with any rate reductions on the part of the so-called 
standad steamer lines, subject to certain minimum revenue requirements. The 
rail carriers could also (but were not obliged to) increase their rates with 
increases made effective by the standard steamer lines. The standard steamer 
lines were designated as Pacific Steamship Co., McCormick Steamship Co., Nelson 
Steamship Co., and Christenson-Hammond Line. 

The result was absolute regulation of the Pacific coastwise water rates by 
the Interstate Commerce Commission through indirection. If the water lines 
were unable to secure, share, or retain a commodity movement, any effort by 
them to increase the rate differential, which could only be accomplished by a 
rate reduction, would be nullified by an automatic similar reduction in the 
competitive rail rate. The only recourse then available to the steamer line was 
to reduce its rate so low that the spread would be increased by the use of the 
minimum revenue requirement rule which must be adhered to by the rail lines 
under the order. 

The net result, however, was usually an unremunerative water rate. The 
permissive authority granted the rail lines as to rate increases really placed the 
steamship lines in a straitjacket. The water carriers were in a particularly 
untenable position when they were required to secure higher rates to meet the 
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increased labor costs starting in 1934. The water carriers were forced to nego- 
tiate with their major competitor, the rail lines, for rate advances. Many 
times they were refused the opportunity of a rate increase without agreeing to 
a reduction in the amount of the differential. Each shrinkage in a differentia 
meant a further reduction in traffic volume. 


2. Los Angeles rate blanket 

Within a short while after the Interstate Commerce Commission’s fourth sec- 
tion order No. 10425 had become effective, an automobile shipper complained 
as to the propriety of the differential on automobiles at Los Angeles Harbor 
because a driveaway system was used in delivering cars to the harbor in lieu of 
rail service. Under the order, rail rates to and from interior points were to 
be made on a combination over the nearest port. Theoretically, the differentials 
prescribed by the Commission comprised the approximate additional costs paid 
by the cargo for water movement which were nonexistent by rail. This meant 
that rail rates to and from Los Angeles would be made on a combination over 
Los Angeles Harbor, adding the line-haul rail rates between Los Angeles and 
the harbor to the rail fourth-section rates between the harbor and the northern 
ports to create the total transportation charge. 

The Interstate Commerce Commission unexpectedly issued a supplemental 
fourth section order wherein they blanketed the city of Los Angeles with Los 
Angeles Harbor in granting permission to the railroads to create rates competitive 
with the steamship companies. The net result was that, for all traffic originating 
at or destined to the Los Angeles metropolitan area, the originally prescribed 
differential must include the full line haul rail cost accruing between Los Angeles 
and the harbor in lieu of a much lesser switching charge applying when the cargo 
originated at or was destined to the port itself. There was no longer any 
financial incentive for the shipper or receiver in the metropolitan Los Angeles 
area to avail themselves of water service. 

Through this supplemental decision the ICC ratewise moved the industrial 
center of Los Angeles City to the harbors of Wilmington, San Pedro, and Long 
Beach, because there was no compensating adjustment in the fourth section dif- 
ferentials. The water carriers protested in vain to the ICC as to the hardship 
it was creating upon the water carriers. Since the ICC provided the shippers 
and receivers with unsought-for rail-rate reductions, they were not concerned 
with the disability placed upon the steamship lines and made no protest over the 
ICC action. Water transportation of general cargo to and from Los Angele 
harbor, as a consequence, gradually was restricted to commodities originating 
at or consumed in the harbor area only. 

Additional rail competition 

Another very important competitive situation came about in the early 1930's, 
when the Western Pacific Railroad and the Great Northern Railroad complet 
i. second all-rail route between California and the Northwest joining at Bieber, 
Calif. The route followed a rather sparsely populated portion of California and 
Oregon, and mileagewise, was considerably longer than the customary route of 
the Southern Pacific Co. The Great Northern-Western Pacific applied to the 
Interstate Commerce Commission for the right to charge the same fourth section 
water compelled rates as those applicable over the shorter rail route and the 
Commission assented. 

The struggle for traffic was very keen between the two rail routes. That of 
the Western Pacifie-Great Northern had no intermediate communities where 
there was any important traffic volume. Since the real purpose of a fourth sec- 
tion water compelled rate was to protect the rail lines’ higher rate structure at 
intermediate points, the Southern Pacific, with prosperous communities along i 
route, preserved its revenues through the use of fourth section rates to the ports, 
while the Western Pacific-Great Northern had a dissimilar situation. In order 
to justify the cost of the new venture it was important that the new route 
produce traffic volume, 

After accomplishing the objective of maintaining competitive fourth section 
rates with the shorter rail route, the Western Pacific proceeded to place many 
shippers located on their rails in an equally competitive position to those located 
adjacent to port communities by the publication of non-fourth section rates 
These rates were promptly met by the Southern Pacific. 

As an example, this new rail route shortly established rates on rice and beet 
sugar from Sacramento Valley points to the Northwest intermediate in applica- 
tion at approximately the same level as the fourth section rates from the San 
Francisco Bay area. This reduced the available traffic volume to the water 
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carriers to the degree these shippers diverted traffic previously available to the 
water route. The competition between beet and cane sugar is an example. Cane 
sugar produced in the San Francisco Bay area is keenly competitive with beet 
sugar produced in the interior region of California as well as in the Northwest. 
The equalization of interior beet sugar rates with port cane sugar rates definitely 
affected the volume of cane sugar available to the water lines. 

The water rates, upon which the rail fourth section rates were based, were 
necessarily low because of: 

(a) The keen and varied type of competition between the steamship lines 
hemselves ; 

(b) The results of various rate wars; and 

(c) A relatively low capital cost for some of the freighter vessels then in 
operation. 

The duplication or approximation of a fourth section rate into a normal rate 
intermediate in application immediately put that normal rate in the category of 
not bearing its full share of the transportation burden. ‘The more that practice 
was followed, the more irrational became the entire rail rate structure, and 
the result was that ultimately most intermediate rates were built on a fourth 
section structure justified on out-of-pocket costs only. 

The rail carriers seemed to overlook this fact in their intense competition with 
each other. The industrial traffic managers, who had the advantage of an 
abnormal rate structure for this reason, obviously did everything they could to 
preserve it. 

Another serious situation arising from this new rail route was its demand that 
the relationship between the through rail-water and all-rail rates on traffic 
between California ports and interior points in Oregon and Washington east of the 
Cascades, Idaho, and Montana be reexamined. The result was a lowering of the 
differential between the two rates causing a consequent reduction in water traffic. 

It is believed that the entry of the Western Pacific-Great Northern into the 
competitive rail picture and the consequent results as applied to the coastwise 
rate situation, was one of the most important events as applied to the future of 
Pacifie coastwise water transportation. 


D 


}. Hoch-Smith grain rate investigation * 

In 1925, two members of Congress sponsored a resolution to the effect that the 
Nation’s rate structure on grain and grain products required investigation and 
adjustment. The adoption of this resolution resulted in the Interstate Commerce 
Commission holding prolonged hearings throughout the United States with conse- 
quent decisions of great importance. The Hoch-Smith grain proceedings are 
without precedent in length of time consumed and volume of evidence. 

The Pacific coastwise water carriers in the southbound common carrier trade 
depended upon flour, feed, and other bagged grains for a substantial part of their 
cargoes. Their vessels loaded directly at the elevators and mills in Portland, 
Astoria, Seattle, Tacoma, and elsewhere. There was also flour and feed orig- 
inating at mills located at interior points in Oregon, Washington, Idaho, and 
Montana which moved by rail to the steamship docks in the Columbia River 
and Puget Sound area. The water lines were parties to joint through rail-water 
rates to California on this traffic, which included milling-in-transit privileges, 
such being filed under part I of the Interstate Commerce Act. These joint rail- 
water rates were less than the all-rail rate between the same points by a sufficient 
margin to permit both routes to fairly compete with each other. 

The water carriers actively participated in the hearings before the ICC on the 
rates in the Pacific coast sector, and presented testimony concerning the rate 
relationship which should exist between the all-rail and rail-water rate. Not- 
withstanding the water carrier position, the Interstate Commerce Commission 
concluded in this proceeding that the all-rail and rail-water rates should be 
identical. This was despite the fact that throughout the Atlantie coast and 
Great Lakes area as well as the navigable rivers, a percentage differential had 
long been recognized as proper between water-rail, rail-water, rail-water-rail, 
and all-rail rates. 

The rail-water rate terminated at the steamship companies’ California docks, 
and the all-rail rate applied to the spur track alongside the consignee’s ware- 
house or place of business. The all-rail rate also was blanketed to include 
many interior points beyond the port. There was no financial saving what- 


1 Representative Homer Hoch (Republican, Kansas) and Senator Ellison D. Smith (Demo- 
crat, South Carolina), sponsored the grain rate resolution on Jan. 30, 1925, ch. 120, 
statute 801 of the U. 8. Code. 
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soever remaining for the flour and feed buyers to route their business via the 
water route, and this volume of traftic was eliminated from the southbound 
eargoes available to the steamer lines. It was a decision which had very 
definite and disastrous consequences to the waterlines. 

An attempt was made by the steamer lines to retain a certain portion of 
this grain and grain products traffie by reducing the port-to-port water rate to 
the point where the combination of the inbound rail rate and the water rate 
created a differential under that of all-rail. The resultant water rate on flour 
ranged from $3.50 to $4 per ton, and it was not long before the water carriers 
found they could not afford to handle this commodity at such a low-rate level 


5. California intrastate operations 


Up to this point the study has been confined to interstate water transporta 
tion. Coastwise water service likewise included many intrastate operations 
between California ports. Rates for both rail and steamer lines were closely 
regulated in accordance with the California Public Utilities Act. 

The principal general cargo operation was between San Francisco Bay and 
southern California. ‘There was almost a superfluity of water service available 
since this route was intermediate with the carriers operating between north 
west ports and San Francisco Bay, Los Angeles Harbor, and San Diego. Be 
tween San Francisco and Los Angeles certain vessels could provide overnight 
service. Competition with the all-rail routes was keen. Since rates of all intra 
state rail carriers and the steamer lines were filed and controlled by the Cali 
fornia Public Utility Commission, there was reasonable rate stability, and a 
rate relationship existed between the railroads and steamship lines. On less 
than-carload freight an expedited service known as store-door pickup and deliv 
ery was instituted wherein the truck carriers joined with the waterlines at 
San Francisco and Los Angeles Harbor to provide prompt service that was more 
competitive with the rails, 

Where highway transportation had not yet developed to an important degree, 
the steamship carriers provided service between Eureka, other Humboldt Bay 
ports and San Francisco; also between San Francisco and Santa Cruz, Monterey 
San Simeon, Port San Luis, and Santa Barbara. There was a substantial lumbe 
movement southbound from Humboldt Bay to the San Francisco Bay area. 

The development of truck transportation in California was an important 
factor in the decline and present complete elimination of intrastate water service 
Before the reculation of motor-carrier rates a desperate rate battle developed 
between the motor carriers and rail lines for traffic supremacy. The rails were 
required to drastically reduce their intrastate rate schedule to remain competi 
tive The steamship lines were automatically forced into meeting the joint rate 
depression on the conmnodities susceptible to truck movement. Ultimately, whe 
legislation was passed providing strict regulation of motor-carrier rates, 
intrastate rate was so low as to make a good proportion of this business un 
attractive to the steamer lines. One of the reasons for the development of a 
strong proprietary truck operation in California has been the application of cer 
tain taxes applicable only to common and contract truck carriers which has 
further depressed the rate structure. 

Continued increased costs accruing to the water carriers gradually eliminated 
them from all these routes Motor-carrier operation from the Humboldt Bay 
area even succeeded the steam schooner for the carriage of lumber. As years 
have progressed, the efficiency and low-cost operation of the motor carrier has 
created a transportation medium for both inter- and intrastate traffic which th: 
waterlines cannot hope to meet. The speed of transit, without considering the 
rate elements, is an attraction to the shipping public which causes both the rai 
and water carriers great concern, 

Today there is no common carriage of freight by water between California 
coastal ports. Short-haul water transportation is the first to suffer when costs 
increase without the opportunity of a commensurate advance in freight rate 
earnings. 

6. Regulation 

The shipping public, while benefiting in lower transportation costs during rate 
disturbances, generally has and still does greatly prefer rate stability and uniform 
rates and practices on the part of transportation companies. Lack of these 
factors has proven disruptive to their markets and has created many disturbing 
uncertainties in the conduct of business. 

There was a growing feeling during the 1920’s that there should be additional 
legislation of water transportation providing rate controls comparable to those 
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pplicable to rail and motor carriers under the Interstate Commerce Act. The 
first step in that direction was the passage of the Intercoastal Shipping Act of 
1933, wherein the intercoastal carriers were required to file their actual rates 
with the regulatory body administering the Shipping Act. Such rates were 
subject to change upon advance notice of 30 days and might be suspended upon 
jue cause. This action resulted in real stabilization and uniformity of freight 
rates in the intercoastal trade. 

As a consequence of the legislative action taken in the intercoastal route, a 
belief developed that similar regulation would-be beneficial to the coastwise 
trades. Such belief finally resulted in Congress amending the Intercoastal 
Shipping Act in 1938, to include not only the domestic coastwise trades but those 
hetween ports of the continental United States and ports in offshore possessions 

nd territories. The United States Maritime Commission was empowered with 
he administration of all laws regulating water transportation except joint 
through water-rail and water-truck rates which were within the scope of the 
Interstate Commerce Act. 

Such regulation provided by the 1988 amendment was helpful to the carriers 
through the creation of rate stability, but was of no particular assistance as to 
the problem of rate relationships between the water and rail carriers. The 
ontinued narrow and, at times, nonexistent rate differences between the water 
and rail rates continued to play havoc with the coastwise steamship industry, 
ind its available traffic volume constantly decreased. 

There was concerted thinking among many transportation minds that these 
‘ontroversial matters arising from the competition of waterlines with land 
arriers would best be solved by one regulatory act and administrative body 

ncompassing all such transportation services. Such thinking and discussion 
inally crystallized in the passage of the Transportation Act of 1940, wherein a 
water carrier section was added as part III of the Interstate Commerce Act. 
Rate control of domestic water transportation was therefore passed on from the 
Maritime Commission to the Interstate Commerce Commission 

The national transportation policy, which is expressed as a preamble to the 
Interstate Commerce Act, reads as follows: 

“It is hereby declared to be the national transportation policy of the Congress 
» provide for fair and impartial regulation of all modes of transportation sub- 
ject to the provisions of this act, so administered as to recognize and preserve the 
nherent advantages of each; to promote safe, adequate, economical, and efficient 
service and foster sound economic conditions in transportation and among the 
everal carriers: to encourage the establishment and maintenance of reasonable 
harges for transportation services, without unjust discriminations. undue 
references or advantages, or unfair or destructive competitive practices: to 

operate with the several State and the duly authorized officials thereof: and 
to encourage fair wages and equitable working conditions: all to the end of 
developing, coordinating, and preserving a national transportation system by 
water, highway, and rail, as well as other means, adequate to meet the needs of 
the commerce of the United States, of the postal service, and of the national 
lefense. All of the provisions of this act shall be administered and enforced 
with a view to carrying out the above declaration of policy.’ 

An important addition in this new legislation was a provision that common 
irriers must have certificates of public convenience and necessity in order to 
operate. Those in business at the time of the act’s passage in 1940 received what 
was called a grandfather right wherein they automatically were entitled to cer- 
tificates covering the ports already served by them. Such certificates were 
granted to those maintaining common carrier coastwise service at the time. 
The purpose of requiring a certificate is to protect the carrier already engaged 
in serving the port or ports in question from the infringement of unnecessary or 
undesirable competition with another water line. An additional port or ports 
cannot be added to the certificate until public convenience and necessity has 
been proven to the satisfaction of the Interstate Commerce Commission. 

The Transportation Act of 1940 also included the regulation of contract car- 
riers. Contract carriers were those which hauled under a specific contract, and 
their minimum rate was subject to filing and regulation by the Commission. 
Private carriers were those engaged in handling their own goods or products, 
and since they did not offer service to the general public, were not subject to 
regulation. 

The passage of the 1940 Transportation Act closely coincided with the entry 
of the United States into World War ITI, at which time all coastwise water service 
eased and the ships were transferred to the war effort. 
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?. Efforts to increase water and rail rates 

Following the close of World War II, the coastwise steamship operators par 
ticularly those with common carrier rights, faced a real predicament. Their 
capital assets represented by cargo-carrying vessels had, with few exceptions, 
become war casualties. Many of the fleet had been lost by enemy action, the 
majority of those remaining afloat had reached the end of their usefulness. 

The steamship operators had foreseen the rate and revenue problems that 
would confront them upon resumption of service. In November 1944, th 
addressed the head of the Bureau of Water Carriers of the Interstate Commerce: 
Commission on their problem and proposed a meeting with the Commission staff, 
At this meeting the carriers dwelt upon the provision of the fourth section order 
wherein corresponding increases in rail rates were permissive rather than 
mandatory A petition was filed with the commission asking that the order be 
amended to eliminate the permissive feature in April 1945, and this was acted 
upon favorably by the Interstate Commerce Commission in December 1945 

lowever, this favorable action by the Commission came much too late. 

Upon the entry of the War Shipping Administration into the coastwise trade 
through their cooperative efforts to provide the certificated carriers with the 
opportunity of determining whether or not they might rehabilitate the trade 
every effort was made to increase water rates. An initial advance of 10 percent 
failed to be of any real benefit since sufficient volume of traffic could not be 
secured to permit a successful operation. 

The water carriers then realized that a substantial volume of coastwise rai 
traffic had been removed from the fourth section rate category, and moreover 
that the rail lines had substituted almost the identical rate as the one interme- 
diate in application. At this time there were 59 particular commodity items 
which the water lines could not increase because of the ceiling created by these 
rail nonfourth section rates. This was a continued growth of the rate-cutting 
policy of the rail lines commencing with the establishment of the Western 
Pacific-Great Northern route. 

In February 1946, upon the commencement of the berth-agency operation, 
the United States Maritime Commission filed a petition with the Interstate 
Commerce Commission urging a prompt investigation of the competitive rail 
and water-rate structure Pacific coastwise. This was to be the first demon 
stration to the steamship industry concerned with the practical value of the 
newly declared national transportation policy. Oral argument as to the grant 
ing of this petition was held in October 1946, and in March 1947, the Commission 
finally agreed to carry out such an investigation. It was designated as Ex 
parte 164 

On March 15, 1947, Chairman Clyde B. Aitchison of the Interstate Commer 
Commission appeared before a subcommittee of the Committee on Merchant 
Marine and Fisheries of the House of Representatives, and in a discussion con 
cerning the difficulty of enforcing the national transportation policy in the 1940 
act observed: “Until rather recently the view has been widely held that water 
transportation has an inherent advantage over rail transportation in being less 
costly. This is now disputed, as a matter of fact, even by one of the departments 
of the Government, and the question is one for decision in the pending proceed 
ings. It is warmly disputed, and will be difficult to decide.” He further com- 
mented that important matters of market and commercial competition were 
likewise involved. 

Extensive hearings were promptly held in Washington and San Francisco, and 
in June 1947, the Interstate Commerce Commission vacated the Pacific Coast 
Fourth Section order. Unfortunately it was again a decision too late to berefit 
the water lines. The rail carriers were further admonished to adjust their 
maximum rates to be more comparable to their East-West structure, it having 
been the contention of the water lines that the normal rail rates, intermediate 
in application, were unduly low as related to their rates for similar mileage 
other directions. The rail lines were given a deadline of September 15, 1947 
later extended to Januarv 1, 1948, to make such rate adjustments. Thos 
actually made were of a minor nature only. 

The rail lines had heen confrented with the immediate need of increased 
freight rates to compensate for the higher wages granted labor. They had 
requested a general increase of 25 percent in their rates during 1946, and wer 
ultimately granted 20 percent effective January 1, 1947. The rates of th 
steamship lines were increased concurrently. In 1947, the railroads again 1 
quested an increase and were allowed 10 percent in October. Later additiona 
percentage increases were permitted in the rail rates, followed in each instanct 
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the same advance in water rates, to the conclusion that by September 1949, 
he rail-rate structure of the United States had been increased about 56 percent. 
he investigation under Ex parte 164 had not proven of any practical benefit 
to the coastwise carriers as the year 1948 approached. Among other things, the 
atter of proper rate relationships between the two forms of transportation 
was still unsolved. It was finally decided to once again appeal to the Interstate 
ominerce Commission and to request further hearings on the matters involved 
the previous investigation. 

The coastwise carriers continued advocating their contention that the non- 
fourth section maximum rail rates along the Pacific coast were unreasonably 

vy. The reasons being, as previously mentioned, that they were generally 
derived from fourth section water-compelled rates which had only to be justified 

ommission standards on an out-of-pocket cost basis. It further was true 
that the rail operating system between Washington, Oregon, and California 
was considered to be one of the most expensive in the United States because of 
the amount of mountainous area traversed, the curvature, the weather conditions, 
and the need of helper engines. 
tudy of rail costs for the operation of this route only was expected to 
produce facts proving that the rail rates were insufficient and did not produce 
the proper return. Such maximum rates, by Commission standards, are ex- 
nected to inc.ude the proper amount for full costs including taxes, depreciation, 
profit, and overhead; a far greater group of costs than those contemplated by a 
irth section or unduly depressed rate based upon the out-of-pocket cost theory. 
lo substantiate this approach, the water lines further developed many additional 
il-rate studies in which the North-South rates were compared with the East- 
West rates on comparable commodities and for equal distances. 

It was the belief of the coastwise carriers, in seeking a rehearing, that the 
Commission would insist upon such a detailed cost study that would result in a 
complete revamping of the Pacific coast rail-rate structure. Under a proper 
rail-rate base, the water lines hoped they could establish related rates which 
would produce sufficient volume and revenues to warrant resumption of water 
transportation, The water lines believed then, as they do now, that such an 
approach was in complete harmony with the national transportation policy. The 
steamship problem was not one that could be solved through percentage rate in- 
creases, which really did nothing but perpetuate and magnify a rate relationship 
which they consideved improper. 

The appeal for further hearing was filed in March 1948, and the rail lines 
promptly asked for dismissal. In August 1948, the Commission granted a re- 
hearing and authorized further investigation of both rail and water rates. Both 
rail and water lines were requested to produce detailed costs, and after some 
delay, the hearing commenced in February 1949. Despite the water lines’ con- 
tention that the Interstate Commerce Commission should consider only the full 
rail costs on the North-South route in determining the proper rates that should 
he effective for the future, the Commission accepted cost data based on rail 
system average costs computed on an out-of-pocket basis. Such costs were then 
amplified by a formula suggested by the Commission. 

The position taken by the water carriers in these many proceedings was, 
understandably, not a popular one with the shipping public. While the shippers 
were sympathetic to the water carriers’ problems, they were naturally required 
to consider their own concerns and interests first. The two points of view neces- 
sarily conflicted. Much testimony and many exhibits were received by the Com- 
mission from industrial traffic managers and representatives of chambers of 
commerce and trade associations. They were practically all opposed to any 
action that would increase rail rates, and consequently were antagonistic to the 
steamship lines’ position. Whether or not the water carriers resumed operation 
was of less concern to the shippers than the possible increase in rail rates. 

In April 1950 a witness for the water carriers appeared before a hearing of 
a Subcommittee on Merchant Marine and Maritime Matters of the Senate Com- 
mittee on Interstate and Foreign Commerce and outlined in detail the problems 
onfronting the industry. Shortly thereafter, during the same month, the Inter- 
tate Commerce Commission announced its decision in dockets 29721 and 29722 
and discontinued the proceedings. The conclusions stated that the existing rail 
rates between Washington, Oregon, and California were not below a just and 
reasonable level. Comparative estimated costs of rail and water carriers con- 
vinced the Commission that on most of the traffic the rail lines were the low- 
ost operators, and there was considerable doubt as to whether the waterlines 
had the advantage of cost as to any important character of traffic. 
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They further observed in their 
“On the whole record we find that a level of rail rate 
would be high enough to permit the waterlines to 
on a basis differentially lower but still yielding sufficient revenues to cover 
of the service and return some profit, would be substantis 
reasonable minimum level which we could require, Such a level of rail rates 
would unfairly deprive the railroads of the advantage inherent in their ability 
to provide a superior service, quite senerally at a lower cost, and would he 
unjust to the Pacific coast producers, consumers, shippers, and receivers , 
freight, whose commerce, already Seriously disturbed by recent £eneral rar; 
advances, would be hampered and in many cases effectively dried up becauss 
of the inability to compete at the higher rates, with a resulting further dislo 
eation of industry and acceleration of the rate of diversion of the traffic to the 
highways, Furthermore, we are unable to find on this record that such a leve] 
of rail rates would make Sufficient tonnage available to water transportation 
Pacific coast such as that Visualized as 
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Such was the finale of the numerous hearings held for th 
mining a proper competitive basis of rates between the 
steamer lines and which might restore water Service, 
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Til. COM MODITY MOVEMENTS 






A thorough study has been made to de 
basie commodity movements SO important to the coastwise 
World War IT. Such study has resulted in personal interviews with industria} 
traflic managers, representatives of chambers of commerce, trade 4aSSociations, 
port and terminal interests. The Scope of territory covered included Puget 
Sound, Columbia River, and southern California districts, as well as the San 
Francisco Bay area. 

1utomobiles.—The water-rate Structure, at one time, permitted the movement 
of passenger automobiles by vesse] to the limit of the Carriers’ available capacity 
Now, due to rail-rate adjustments, the movement is restricted to Shippers located 
almost adjacent to tidewater. There ig a Steady movement from Richmond 
Calif., to both Portland and Seattle handled by present carriers, but the avail 
able space and frequency of service permits the movement of only a smal] 
proportion of the Volume by water. One factor contributing to the detriment 
of steamship service has been the alleged pilferage of automo parts both en route 
and during loading and unloading operations, 

Beverages. The present movement of beer from California to the Northwest 
has increased considerably as against prewar Standards, The movement js 
senerally all-rail, but could be diverted to the water route if it were feasible to 
reduce the Steamship rate and create a greater differential under the rail rate 
A more frequent and, at all times, dependable water service would 
required, At present the common carriers by water cannot r 
come out even after allowing for handling and vessel costs, 

At one time the water carriers handled a substantia] southbound movement of 
beer loading direct at Olympia, Wash., that might also be regained if it were 
Possible for a Saving to be created as compared to the rates of other Cransporta 
tion, 
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A number of soft-drink manufacturers who formerly Shipped from 
now have plants in the Northwest and supply that market direct, 
movement from the coastwise picture. 
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e this movement by the steamer lines was hegin 
ning to disappear even before 1940 The policy of the rail lines in blanketing their 
rates over large originating and consuming areas has made it almost impossible 
for the Steamship lines to maintain competitive rates. Attempts have been made 
to attract some of this traffie to water by a drastic reduction in minimum ca 
load weights, but the results have Senerally been unproductive. 

Shippers and receivers, again in this instance, might be receptive to returning 
fo water service if a more Satisfactory rate differential were created and a fre 
quent, dependable service available. 
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fornia. The primary movements originated at Redwood City, Calif., where 
coastwise vessels loaded direct at the mill; and the movement from Davenport, 
Calif.. which was railed to San Francisco. The Davenport shipper purchased 

vessel for the carriage of its cement in bulk, and that volume was lost to the 
steamship carriers. These shippers later found the vessel operation uneconomi 
cal and disposed of it to the Permanente interests. Such cement as is sold by 
the Davenport people moves all rail at a cost which they consider less than that 
of maintaining their own vessel. The cement plant at Redwood City, which 
was the largest water shipper, was recently sold to another company which 
also has a plant in Oregon. Consequently, they supply the Northwest from 
their Oregon plant and use Redwood City for other markets. This appears to 
be the finish of the movement of bagged cement from California by water. 

Citrus fruit—-Prior to the strikes of 1934 and 19386, there was a steady 
movement of citrus from Los Angeles Harbor to Portland and Seattle. Due to 
the perishable nature of the commodity, the shippers could no longer afford 
the risk of water transportation after their many experiences with “quickie” 
strikes, and goods tied up on board vessel when stevedores would not unload 
upon arrival at destination. It is doubtful if an improvement in the rate rela- 
tionships with land transportation, even if it were possible, would interest 
these people again in the water route. Certainly a long-term guaranty as to 
work stoppages would be the first requisite. 

Dried fruit.—This item has now been diverted almost entirely to the truck 
route because of the fast transit time offered and the fact that it no longer 
is necessary to assemble the products into carload lots. Dried fruit is one of 
the many commodities attracted to the motor-carrier route because of their 
rates being about equal to those by rail plus excellent service and very fast 
transit between seller and buyer, permitting low inventories. 

Iron and steel articles.—Iron and steel represents an industry which has ex- 
panded to a great degree along the Pacific coast. The water carriers have been 
unable to share in this expansion because of the freight-rate level their costs 
necessitate. One handicap, peculiar to steamship transportation, is the addi- 
tional costs involved in handling articles that are of an unusually long length. 

The establishment of a plant of the United States Steel Corp. at Geneva, Utah, 
created an adjustment in rail rates so that the California mills, such as those of 
Kaiser Steel at Fontana and the United States Steel subsidiary plant at Pitts- 
burg, could all compete in the Northwest market. This created a still more 
difficult competitive rate problem for the waterlines. 

The steel shippers would again be interested in water service should the 
freight rate properly reflect the additional rehandlings and longer time in transit 
occasioned by use of the water route. 

Lumber.—As mentioned in part I, lumber is the major commodity that re- 
mains in the coastwise water service. This is primarily due to the ingenuity of 
certain vessel owners working out the means of handling lumber in package loads. 
This package or unit load has meant a considerable reduction in handling costs 
which permits a freight rate available to the lumber shipper at the loading port 
and makes him competitive with other shippers who have low rail and truck rates 
available to them. If this package-load plan had not been accomplished, there 
would be little, if any, lumber moving by water today. 

Necessary increases in freight rates by all forms of Pacific coast transporta- 
tion have contributed to a complete change in the source of supply of lumber for 
the water lines. The progressive cutting of trees in the Pacific Northwest has 
resulted in the mills alongside water going farther and farther inland for their 
logs. Many of these mills have chosen to locate new mills inland rather than to 
incur this continued high cost for transportation of logs. The farther away the 
mill is from seaboard, the greater the disability of the water carrier in naming 
a competitive rate with rail or truck transportation to California. The result 
has been that a large part of the water movement has been from mills adjacent 
to ports along the Oregon coast. 

For the above reasons the most difficult territory for the water carriers to 
compete in is that of San Francisco Bay and central California, as the resultant 
competitive land rate is such that the steamship lines cannot afford to operate. 
Another new element is the expanding production of Douglas fir lumber in 
Humboldt and Del Norte Counties of California—there are now 135 such mills 
in that area. This production is particularly close at hand and of growing 
importance to the San Francisco Bay area. 

Southern California, including San Diego, is the most important destination 
point for the water movement of lumber because the carriers can secure the 
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maximum freight rate required to continue their operation. Available figures 
indicate that lumber receipts at Los Angeles Harbor (not including Long Beach) 
totaled 470,395 tons (of 2,000 pounds) for the period July 1, 1951, to June 3 
1952, compared with 1,018,040 tons for the same months of 1938-39. 


The strides that have been made by present operators in reducing costs to the 
point where they can maintain existing services lends encouragement to the 
premise that further progress will be made in this direction in the future. Lumber 
is a commodity which has proven to be susceptible to a specialized operation and it 
would appear the present water volume may be increased with further economies 

Paper, paper articles, boxboard.—These commodities, in years past, were always 
basic south-bound cargo for the common carriers by water engaged in both a 
north- and south-bound operation. The volume was always of large proportion 
and, at one time, the majority of California newspapers secured their newsprint 
supply from the Northwest. As fiberboard cartons have replaced the wooden 
box, there has also developed great quantities of boxboard from mills in Washing 
ton to converting plants in California. Other types of paper such as wrapping, 
printing, toilet, toweling, and paper bags have always been shipped to California 
markets in large lots. The north-bound movement of paper has been small, 
although there are now certain types of boxboard shipped from California for 
conversion in the North 

The present service of the Coastwise Line handles newsprint and other stowage 
papers as its major return cargo. The more bulky papers are shipped by land 
transportation, since the water carriers cannot secure remunerative rates. The 
box board movement is at present entirely by rail. One reason, but not necessarily 
the sole reason for this, is that the converting plants are inland, including those 
at Antioch and Stockton. Shippers of other paper originating in the Portland 
district are using truck service entirely, due to the fast transit time available 
from plant to customer. 

It is my view that certain types of paper such as newsprint will always be 
available to water transportation. The major problem will be that of keeping 
costs as low as possible. This may include plans for remodeling available 
vessels so that side port rather than overhead loading can be accomplished. One 
of the vessel owners between Puget Sound ports has a ship in operation that uses 
side ports for loading, and it is proving quite satisfactory. 

Petroleum products.—The north-bound ecarryings of asphalt and petroleum 
products were a major volume item to the carriers prior to World War II. 
Practically all the California oil companies used common carrier coastwise water 
service. Today it is our information that the coastwise movement has almos 
completely disappeared. 

The increased cost of all forms of transportation has necessitated the oil com- 
panies providing new means of distribution into Northwest markets. The 
asphalt movement is now shipped by tankers in crude form and refined at Port 
land and Seattle. Motor oils and gasoline are shipped in bulk in tankers. 
Lubricating oils have been replaced through shipment of the basic or raw oils 
from the East in bulk direct to the North where they are homogenized and 
packaged for direct distribution to the consumer. 

The southern California movement of petroleum products is still available t« 
the water lines provided they can establish a rate competitive with that by rail 

In the main, the coastwise carriers may no longer look forward to petroleum 
products as a basic potential movement. 

Roofing paper and building materials.—Roofing paper, floor covering, and 
kindred building materials constituted a consistent volume movement to the 
carriers in the prewar period. The continuance of increased transportation 
costs has caused this industry to decentralize and locate their own plants in 
Oregon and Washington. There are three such plants now in operation, in 
addition to one at Victoria, Bb. C., which creates a difficult competitive proble: 
for the manufacturers still remaining in California who wish to stay in the 
northern market. 

We are informed that this is a commodity movement which, to a large degre: 
will not be regained by the water lines despite any freight rate relief whi 
might be possible in the future. 

Salt.—Originally, the carload movements of package salt and large quanti 
lots of salt for the fisheries were consistent, large volume cargoes for the coast- 
wise lines even though the rate was low. The fishery salt business disappeared, 
but the carload package salt business is greater than ever. Unfortunately, th« 
steamship lines cannot afford to handle this traffic at competitive rates so 
continues all-rail. 
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rhe building of large chemical plants at Tacoma, and later in the Columbia 
River area, brought about a movement of bulk salt from San Francisco Bay, 
This traffic requires a competitive rate with that available on bulk salt from 

her foreign producing countries which, because of its large volume, is neees- 
sarily low. Present coastwise carriers have and are successfully transporting 
this commodity. One disadvantage to a vessel owner handling bulk salt with 
consistency is the effect the commodity has in corroding the hull of the vessel. 

This is another commodity which continues to lend itself to north-bound water 
transportation, but because of the above-mentioned competitive elements, will 
always require a low freight rate. 

Soap and soap products.—One particular shipper located at Long Beach for- 
merly shipped approximately 2,500 tons of these commodities per month to 
Portland and Seattle. Vessels could load direct at the plant. In recent years, 

creased drayage costs from the destination docks to warehouse affected the 
movement by water. The continued increase in southern California population 
created a situation wherein the Long Beach plant could no longer continue to 
supply the Northwest. As a consequence, a new plant was erected in Sacra- 
mento, and northern markets are supplied from there by rail. There appears to 
be little chance for the steamship lines to regain this tonnage. 

Sugar.—This is another commodity which was a major item in accumulating 
sufficient northbound cargoes for a coastwise service. Cane sugar still is avail- 
ible to the water lines from San Francisco Bay, provided rates, frequency, and 
a surety of service create a competitive situation with the all-rail route. 

‘he cane-sugar industry, as before mentioned, competes with the beet-sugar 
ndustry, and continued increased production of beet sugar in the Northwest 
has affected tonnage from California. During the canning season in the North- 
west, there was always a heavy movement of canners’ sugar. Investigation dis- 
closes that some canners how accept their sugar in liquid form, moving the 
produet by tank truck from California. 

Because of the general increase in coastwise transportation costs, the Hawaiian 
Islands now export direct to Portland and Seattle as much refined sugar as the 
quota permits. Movement from California is necessarily decreased by this 
amount. 

Wheat, flour, feed—Bulk wheat from Puget Sound and Columbia River ports 
to California in some years totaled as much as 250,000 tons. Since the grain was 
poured into the vessel’s hold at the mill, dock handling costs were low, and it 
was possible to name a rate competitive with the all-rail route. In more recent 
years the Federal Department of Agriculture established a series of price rela- 
tionships on grains. The existing price relationship now favors southern Idaho 
insofar as California is concerned. For this reason, and there may be others, 
former receivers of bulk wheat by water indicate there is no opportunity for 
resuming shipments made as heretofore. 

Since such matters as price relationships are subject to change, it may well be 
that, in the future, water carriers can handle bulk grain once again. Movement 
of flour and feed by water is unlikely because of the rate situation caused by the 
Hoch-Smith grain order. The cereal movement from Portland, Oreg., which was 
bulky cargo, no longer continues, as the shipper in question now has a plant at 
Lodi for the purpose of serving the California market. 

Viscellaneous.—Other commodity movements have disappeared due to the 
decentralization of industry as typified by the following: Liquid bleach in car- 
oad lots ex Los Angeles, now have a plant in Tacoma; storage batteries in car- 
load lots ex Los Angeles, now have a Portland plant. 

There are innumerable instances where the shippers would forward by water 
if there were a sufficient rate differential, but water costs are such that the 
carriers cannot afford the rate reduction required. 

It could well be that some new commodity movements, adaptable to water 
transportation, have arisen since the end of World War II, but our investigation 
has not shown that they are of the volume comparable to those mentioned in 
this section. 


IV. PACIPIC COASTWISE TRADE: FINDINGS AND CONCLUSIONS 


1. Attitude of the shipping public toward coastwise water service 
Findings.—There is generally a feeling of complete apathy as to whether or 
not there is or will be common carrier water transportation in the Pacific coast- 
wise trade, and such an attitude is quite understandable. The major display of 
interest in any coastwise movement centers around a freight rate reduction 
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which might reduce the shipper’s or receiver's transportation costs. In view of 
the fact that almost 14 years have elapsed since there has been any frequency of 
coastwise water service, many indust ‘jal traffic managers and new concerns have 
little recollection of such an operation. 

Moreover, the entire coastwise transportation picture has changed since the 
termination of World War II Continued increased costs in the use of water, 
rail, and motor earriers, as reflected in the many percentage increases, has 
caused business to find ways and means of reducing transportation costs. One 
method has been the decentralization of the industry through erecting new plants 
closer at hand to the market. Perfect examples of this are cited in part III as 
to the roofing paper, cement, and the soap and soap-products industry. 

Present-day high prices and freighting costs have resulted in the maintenance 
of low inventories of both raw materials and finished products. Increased costs 
of warehousing have also contributed to this situation. The availability of fast, 
efficient motor-carrier transportation on this coast has particularly lent itself to 
low inventories. This factor, considering the difference in transit time between 
truck, rail, and water, creates an almost insuperable problem to the steam- 
ship man. 

Industry is also shipping in bulk instead of in packages; using lighter weight 
containers: and palletizing in nnit loads, all to save transportation costs. 

The shipping public has not as yet regained confidence in the continuity of 
steamship service. Shippers still recall difficulties resulting from the strikes 
commencing in 1934 and the numerous work stoppages occasioned by jurisdic- 
tional disputes. The fact that in recent years there has been no assurance that 
cargo loaded aboard ship will be discharged promptly upon arrival mitigates 
against any common carrier water service. 

Conclusions.—In order to sell a product there must be a public demand. There 
is no such demand for coastwise water service, The shipping public is receptive 
to anything that will reduce costs of transportation, and that is what the steam- 
ship industry must do to regain their former position. They must produce a 
salable transportation service. 


» Regulation by the Interstate Commerce Commission 


Findinos.—It has been amply demonstrated that the Interstate Commerce 
Commission, in the past, greatly aided, unwittingly, in the demise of Pacific 
coastwise common water carrier general cargo service. Their action in the 
almost indiscriminate granting of relief to the railroads under section 4 of the 
Interstate Commerce Act, accentuated by the permissive rate increase provision 
as to rail rates and the Los Angeles rate blanket, sounded the death knell of 
the coastwise service; their further a tion in eliminating the differential between 
the all-rail and rail-water rates on flour, feed, and other grain products removed 
a significant portion of available southbound cargo from the water route. 

The failure of the Commission to prevent the establishment of low nonfourt! 
section rail rates, established for the purpose of meeting water competitio! 
compounded the injury. The water lines are unconvinced that the present 
coastwise rail rate structure is a proper one if actual costs for operations on 
the existing two northern rail routes were considered alone. It is the apparent 
policy of the railroads to use income from their revenues on nonwater competi 
tive traffic to better meet or eliminate water competition. 

Conclusions (1) That there should be at least one or more members of the 
Interstate Commerce Commission with sufficient steamship experience to have a 
basic understanding of the water carrier's problems. 
®) That Congress should be petitioned to provide the Commission with suffi 
cient funds to permit the Bureau of Water Carriers to be properly staffed and 
operated separately from the activities of the freight forwarders under part IV 
of the Interstate Commerce Act 

(2) That the Commission examine with great detail the Pacific coastwise rate 
structure of the rail routes between California, Oregon, and Washington for 
the purpose of determining if that rate structure bears its full and proper shar¢ 
of the transportation burden 

(4) That the ICC determine some means in the concluding of percentagt 
inerease cases brought about by advances in labor costs, to provide compensa 
tion to the carriers to fill the void between the time the wage increase becomes 
effective and the higher rates are effective. 

(5) That the ICC, in deciding such percentage increase cases, makes it impos 
sible for the railroads to make exceptions on certain commodities at their own 
discretion for the purpose of better meeting water competition. 
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e Problems of the water carriers 

Findings.—During the period 1920 to 1940, the coastwise carriers were greatly 
ided in their operations by the low cost of capital investment. Vessels were 
acquired at prices as low as $40,000 following World War I. As the carriers 
nevan to lose traffic to the rail lines after 1930, due to the many squeeze plays 
occurring in connection with their relationships and the ever-increasing costs 
of ship and shore operation from 1934 onward, the only salvation that permitted 
continuance of service was that the capital investment was written off or close 
thereto. 

It has been stated previously in this survey that the rate structure reflected this 
low capital cost. Today the situation is materially different. The cost of a 
Liberty-or MAVI-type vessel built during World War II started at about $500,000. 
rhe MAVI type did not prove a suitable coastwise vessel during the experi 
mental operation abandoned in 1947. The ships now in the laid-up fleet are 
always a purchase potential, provided an operator can justify the required 
nvestment. The cost of new ship construction at the present time is prohibitive 
in considering a Pacific coastwise service 

The ability of the carriers to accumulate their southbound cargoes, including 
lumber, within the same port areas which received the northbound loads of 
general merchandise created an economy of operation and regularity of schedule 
which was quite important. Dependent upon the size of the vessel and whether 
or not it included or excluded southern California in its itinerary, the round-trip 
time of a voyage might be 14, 21, or 28 days, thus providing a specific sailing day 
each voyage from each port. The fact that lumber is no longer available to the 
carriers in any considerable volume from ports such as Portland, Seattle, and 
Tacoma, in addition to the loss of the wheat, flour, and feed tonnage, precludes 
at present a combination loading and discharging operation within a port area. 

The endeavor to arrive at a proper differential between competitive transpor- 
tation rates is always a difficult one. When the necessary cost factors are con- 
sidered in the differential increase, such as drayage costs, switching rates, car- 
loading costs, and marine insurance costs (which have advanced considerably 
with higher values), the gross water rate must be lowered to account for these 
ncreases. This enhances the difficulty of the carrier in arriving at a rate which 
will produce any return. 

The shipping public would prefer that the carriers name an all-inclusive freight 
rate, Which would cover all accessorial charges including wharfage and marine 
insurance. A possible solution would be to maintain one rate for dock-to-dock 
movement, with an additional arbitrary charge to add at either end for store- 
door pickup or delivery when desired by the cargo owner. This method of rate- 
making would greatly simplify the matter of rate relationships with other forms 
of transportation. 

The costs of handling cargo, ship, and terminal operation have created a sit- 
uation where the industry, competitivewise, has priced itself out of business. 
A freight dollar can only go so far. The California Senate Factfinding Com- 
mittee on San Francisco Bay Area Ports estimated in 1949 that seagoing wages, 
stevedoring, and other cargo expense accounted for 52.1 percent of the revenue 
dollar. The McKinsey & Co. report issued by the San Francisco Bay Area Council 
in March 1953 on the maritime labor situation indicated that labor costs at that 
time represented 60 percent of the revenue dollar. It is our advice that the 
present percentage is about 65 percent. 

The common carrier operator must assume the following expenses out of the 
remainder : 

(a) Fuel, water, food, dockage, supplies, maintenance, and repair 
(6) Receiving and delivering, checking, watching, coopering, and sorting 
the cargo 
(c) Fixed charges including amortization, depreciation, interest, taxes: 
shore staff including general overhead expenses such as executive personnel, 
office, and pier rent 
(d) Contemplated profit, without which there is no business incentive 
(e) Marine and P. & I. insurance 
(f) Claims on cargo, a very important factor under present-day high 
values 
When the above items exceed the remaining 35 or 40 percent of the gross 
revenue the carrier has an unprofitable operation. It is because of these ratios 
that short-haul water transportation is the first to disappear because it earns 
the least revenue dollars. The record shows the practical disappearance of 
California intrastate services and lumber movements to San Francisco Bay as 
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examples. The wage scale and productivity of the maritime worker must be 
brought more closely in line with those in other industries if the future is to 
hold any promise whatsoever. 

Conclusions.—Under existing conditions as to costs (acquisition of vessels, 
operating, cargo handling, terminal, and claims), it appears that the Pacific 
coast can support nothing better than a selective common carrier or contract 
carrier steamship service. Either type of operation will be restricted to the 
long hauls where the maximum in freight earnings is possible. This means 
that the San Francisco Bay area will participate the least in such an operation 
because it is involved in the shorter coastwise movemenx. 

It seems inconceivable that the Pacific coast should be shorn of a substantial, 
common-carrier coastwise steamship service, even though other coastal sections 
of the United States are in the same unenviable position. In 1939, for instance, 
11 coastwise lines were operating on the Atlantic coast. These are no longer 
engaged in service. When one recalls the great value of our coastwise fleet to the 
military effort in World War II, it is rather alarming to realize that no such 
reserve of active ships and trained crews of men are on hand should a similar 
emergency develop in the future. One ponders over the thought that, from the 
point of view of maintaining a military reserve of vessels and properly trained 
men, the United States Government might well consider some form of assistance 
to create a suitable coastwise fleet rather than be left in the present undefensible 
position, since private enterprise cannot maintain the required services. 

Only when the time arrives that labor and management will agree that this 
industry must adopt modern mechanized methods and achieve reduced costs 
will it be possible for the ship operator to make new plans for the future. The 
handling of packages, piece by piece, will no longer be tolerated by the shipping 
public. The use of unit packages of varying weights; vans for stowage of mis- 
cellaneous cargo; and pallet boards which remain with the cargo to destination, 
are same of the available cost-savings devices. Other measures could include 
the construction of vessels for the handling of freight cars similar to the Sea- 
train operation on the Atlantic coast; self-propelled seagoing barges; trailer 
ships; and the elimination of cargo-handling gear from aboard the vessel and 
the placing of cranes ashore, Possibly side port loading could prove advan- 
tageous. 

The continued growth of the Pacific coast and its outstanding position as an 
industrial and marketing region serving western America and Pacific nations 
should provide a future for coastal water transportation if the element of expense 
versus contemplated income can ever be brought into proper balance by leaders 
in management, labor and Government. 


Exuisit 2 


ALASKA’S INTERIOR GATEWAY 
A RESUME 


Problem 

The Alaska Railroad requires a year-round deepwater terminal. Prior to 
World War II it used Seward; subsequent to World War II it undermaintained 
Seward in the expectation that the port of Whittier, built during the war, would 
become its deepwater terminal and that the line to, and wharves at, Seward 
would be abandoned at great saving. The port of Whittier is now being operated 
as a military port. No interdepartmental agreement in respect to its status has 
yet been achieved. The undermaintenance of Seward calls for either abandon- 
ment or rehabilitation. The Alaska Railroad has requested of Congress $16,- 
540,000 to rehabilitate the Seward terminal and the Seward-Portage line. 
Conclusions and recommendations 

1. The rehabilitation of the Seward port and Seward-Portage line would cost 
upwards of $16% million in capital. 

2. The original intent of the Congress and the Alaska Railroad was that the 
port of Whittier would in the postwar period serve as a year-round deepwater 
terminal of the railroad and that the Seward terminal should be abandoned. 
This intent has not been realized because the Defense Department apparently 
desires to retain Whittier as an exclusive military port and in addition wants a 


second rail-connected port for emergencies. If this desire is based purely on 
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strategie grounds, and if there are excellent military reasons for excluding 
ijlian cargo at that port and for manning it with soldiers, the problem then 
pecomes, in the first instance, military rather than economic. 
In economic terms, the present and prospective tonnage northbound along 
Alaska’s rail belt is so small that even if civilian and military tonnage were 
bined for discharge at Whittier, the port's facilities would be greatly under- 
utilized. It is now used only to a very small fraction of its capacity. 

1, The abandonment of Seward and the consolidation of military and civilian 
traffic at Whittier would save upwards of one and four-tenths million annually: 
$1,090,000 in reduced railroad operating and maintenance costs, $330,000 interest 
expense ($16.5 million at 2 percent). In the relative terms of Alaska’s under- 
developed economy, such a saving, excluding interest, not now chargeable to the 
railroad, is enormous, 

5. If consolidation is agreed upon, the transfer to Whittier could be accom- 
plished by the spring of 1954. 

6. If the resolution of the Whittier problem is not forthcoming, the Alaska 
Railroad has no alternative to patching up Seward facilities and the tracks and 
bridges between Seward and Portage. For the years 1952, 1953, and 1954 the 
expenses of such repairs will amount to $4,424,000, $4 million of which are 
included in the $16,540,000 budget request for the rehabilitation of Seward and 
Seward-Portage line, and the delay in rehabilitating the terminal will cost up 
wards of $400,000 per annum in unduly high handling costs. 

7. The joint military-civilian operation of Whittier is not practical. 

8. The rehabilitation of the Seward port would presumably reduce congestion 
and permit handling economies in the magnitude of three-quarters of a million 
dollars on annual traffic of 200,000 short tons and reduce present carrying costs 
on the Seward-Portage section. 

9. Development of the port of Anchorage is not necessary for civilian pur- 
poses, but if it is acceptable in military terms as a “second” port, open ap- 
proximately 8 months a year, and within several miles of installations important 
to the Armed Forces, a capital cost of $300,000 ($175,000 for interest and de- 
preciation and $125,000 for maintenance, repair, dredging, and administration) 
would be a much Jess expensive alternative to the Seward-Portage link with 
the interior. The development of such a port would require civilian access to 
the Whittier terminal as a year-round port. 


1. ALASKA’S RAIL BELT 
The gold rush days 


Before the establishment of the Richardson Highway, which connects Fair- 
banks with Valdez, a year-round port, the usual access to Fairbanks was by 
sea to St. Michael, on the Bering Sea during the season of open navigation, 
thence up the Nenana River. Four months a year this river route was traversible 
by watercraft. Thereafter for practical purposes, Fairbanks had no commercialy 
usable access to the exterior world. 

A small settlement at Anchorage, Alaska, was reached by small steamers which 
crossed the Gulf of Alaska, went up Cook Inlet, and anchored on Knik Arm 
where cargo was discharged for adjacent Anchorage and its environs. This 
access was open to navigation 7 to 8 months a year. 


The Alaska Railroad 


The coming of a railroad opened Fairbanks and Anchorage to year-round 
transportation and changed the little economy which had grown up along the 
rail belt. It lengthened the season for mining because miners could use freeze-up 
weather to move their heavy equipment across frozen tundra and rivers to the 
site of their operations, and still get back to the comforts of community life. It 
created a year-round demand for locally produced coal and fuelwood. It facili- 
tated the growth of a small, seasonal, tourist trade. It lessened the seasonal 
peak of mining and merchantile activities. It made the Matanuska Colony 
feasible. It facilitated the installation of roads and airports. It was indis- 
pensable in the construction of our military establishments on the Yukon and 
along the rail belt. In short, it transformed the character of the frontier which 
it served. 

But the main purposes it came to serve were not those which originally 
justified its construction. It was thought, back in “he second decade of the 
century, that the carriage of Matanuska coal to seaport for export would pro- 
vide substantial earnings and that low rates and ample service would lead to 
rapid and extensive settlement of homesteaders. Neither expectation material- 

















































































































































































































































838 MERCHANT MARINE STUDIES 






ized. The road was poorly and incompletely constructed, poorly and inade. 
quately equipped, and poorly but expensively maintained. The volume of traffic 
needed for earnings sufficient to justify a heavy investment did not appear unti! 
the Armed Forces decided to invest in military establishments dependent upon 
the railroad for year-round supplies. 

Railroad tonnage 


Between 1923, when it was formally opened, and the early stages of World 
War II, it carried coal not for export but for local use. It carried no significant 
amount of mined ores because it did not tap any highly mineralized area other 
than thé Fairbanks area which was exploited almost exclusively for gold. It did 
not pass through highly fertile farming lands, either of the arable or the 
pasturing type. Homesteaders were few; farmers fewer still. Very little was 
known about the arts of farming in the subarctic. The most fundamental 
need of interior Alaska—good grasses—was not made the subject of systematic 
exploitation; it still is not. Schemes for clearing land, in an inexpensive way, 
by methods better than the inhuman, life-shortening methods Americans used in 
their trek westward were sketchy ; they still are. The hunt for minerals was left 
to the pick and shovel of hardy and hopeful prospectors ; it still is. Extensive core 
drillings were not undertaken by either public or private bodies; they stil] 
are not. 
World War II 


Until much more is known about the resources of the rail belt and, more 
important, how to exploit them, the population served by it will be skimpy, de- 
pendent upon a little gold mining, some fishing in Cook Inlet, coal mining for 
local use, and a few tourists, as it was prior to World War II, and upon govern 
mental expenditures, military and military-inspired, as it has been since the 
beginning of World War II. Its main and almost exclusive prop, and, from a 
national point of view at present, its only raison de’etre are our military con- 
cerns in interior Alaska. It stands also as a ready servant of whatever economic 
activities which the future may bring to the rail belt, but what these may be 
cannot be inferred from the present planning and activity of either the private 
or the public economy. Without a strong military commitment the rail belt 
would collapse. What military activities have done to bring up the volume of 
railroad traffic is beyond dispute. In 1939, a prosperous period for gold mining, 
the railroad handled only 158,000 revenue-tons, of which coal constituted 104,000 
Five years later, in 1944, the peak of the railroad activitied during World War II, 
it handled 628,000 revenue-tons, of which coal constituted 230,000 revenue-tons 
In 5 years its traffic in coal had more than doubled and its traffic in cargo other 
than coal had increased more than 700 percent. 


Railroad after World War IT 


The postwar decision to maintain military activities in Alaska led to further 
increases in railroad tonnage. In 1952 (fiscal) the railroad carried 1,335,000 
short tons of revenue traffic, of which 467,000 tons were coal. The Armed Forces 
were consignees for 622,000 of the total of 1,355,000 tons; as a matter of desig- 
nation the difference, 733,000 tons, is called civilian, although it includes all the 
construction material which was required for military contract installations, 
2s well as material required by the civilian services in support of military con 
struction, military personnel, and military activities. In the years between 1939 
and 1952 the railroad expanded its revenue tonnage more than 800 percent. 
Extent of rehabilitation, 1952 


The rehabilitation program as originally conceived was completed in the fall 
of 1952. It did not embrace the Whittier-Portage line which is laid with both 
condemned and secondhand but usable tracks, nor the Seward-Portage line which 
all through the forties were destined for abandonment. Four hundred miles 
of 115-pound rail were laid; 132 miles were fully ballasted, lined, and dressed 
with ties which were renewed and respaced; 102 miles were raised 8 inches, 
lined and dressed with ties renewed or respaced, and minor sags therein were 
eliminated. On 165 miles rehabilitation was limited to new track. Ballasting 
and the laying of new ties are scheduled to be done in the course of maintenance 
work, facilitated by the acquisition of a tamping machine. If ballasting is done 
to the level of 2,000 cubic yards to the mile, and 1,000 new ties to the mile are 
luid, the cost, judged by recent standards, will be $2,200,000 for the 165-mile 
stretch. The following table is a record of track rehabilitation up to September 
1, 1952: 








rs 
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gratUs OF TRACK REHABILITATION PROGRAM, AS OF SEPT. 1, 1952, ON THE ALASKA 
RAILROAD 


. Mileage of main track completely bank widened, relaid with 115-pound 

rail, ballasted, lined, and dressed with ties renewed and respaced : 
Viles 
Indian (milepost 88.32) to Potter (milepost 100.55) -_-_--.---------- 12. 05 
Caswell (milepost 201.76) to Curry (milepost 247.86) —~- et 
Broad Pass (milepost 307.90) to Broad Pass (milepost 309. 10) - Lai . 20 
Clear (milepost 394.84) to Nenana (milepost 411.04)-._-_----------- 16.20 
Nenana (milepost 412.59) to North Nenana (milepost 413.80) —- a | 
North Nenana (milepost 413.80) to Fairbanks (milepost 469.50) . 70 


Total 2. 46 


2. Mileage of main track relaid with 115-pound rail, raised 8 inches, minor 
sags eliminated, lined, and dressed with ties renewed and respaced : 
Potter (milepost 100.55) to Anchorage (milepost 113.97) 
Wasilla (milepost 162.00) to Caswell (milepost 201.76) 
Colorado (milepost 294.00) to Broad Pass (milepost 305,03) —- 
Garner (milepost 356.77) to Clear (milepost 394.84) 


OG 6h semen salen 


Mileage of main track relaid with 115-pound rail only: 
Portage (milepost 64.80) to Indian (milepost 88.32) . é 
Anchorage (milepost 116.80) to Wasilla (milepost 162.00) ~~~ 
Curry (milepost 247.86) to Colorado (milepost 294.00) —_ 
Broad Pass (milepost 305.03) to Broad Pass (milepost 307.90) 
Broad Pass (milepost 309.10) to Garner (milepost 356.77) —-—- 


Total . : 5. 40 


Total mileage of 115-pound rail now in main track (sum of items 1, 
2, and 3) ious ey 

Source: Engineering Report, the Alaska Railroad, Anchorage, Alaska. 

Railroad’s vulnerability to competition 

The lack of a Federal labor policy in respect to construction contracts in 
Alaska has resulted in the obscene practice of paying for 85 hours of work per 
week (10 hours per day, 7 days per week, 1144 over 40 hours). This indefensible 
practice, continuing year after year, has disrupted rents, margins, and wage rates, 
and the disruption has, of course, spiraled the costs of the Government in 
interior Alaska. The Alaska Railroad was not excepted from the effects. It 
now pays an average wage bordering upon $6,400 per year. It is almost axiomatic 
that wages do not come down, or if at all, only slowly, but if this be public 
policy, the railroad will be able to pay such wages only if its volume remains 
high, its productivity per man advances, and its unit costs are rendered low 
enough to justify rates which will not divert business, 

The railroad has already lost perhaps as much as 110,000 tons of cargo per 
year to the truckers from Valdez to Fairbanks. The truckers are said to be 
charging the railroad’s carlot rates for less than carlot quantities. This practice 
appears to be profitable, as judged by the reliable indicators that the truckers 
are staying at this business and that their number has grown. They provide 
faster service than the railroad can because of the volume of traffic at Seward. 
They provide more convenience than the railroad does by giving store-door 
service, an aspect of competition which the railroad is trying to meet with its 
own version of store-door service. They provide lower rates because they are 
more flexible than the railroad can be in respect to wage costs, they are subject 
to virtually no taxation for the maintenance of the highway (a small license fee 
and a gasoline tax of 2 cents per gallon), and they have few of the responsibilities 
of a year-round common carrier. 

These 100,000 tons are of the highly rated type, the so-called package business. 
The railroad-plus-drayage rates on this type of merchandise, when discharged at 
Fairbanks are up in the range of $85 to $165 Rg ton. The trucks can haul 
general cargo to Fairbanks for $70 (of which $30 would be the water portion 
for carriage from Seattle to Valdez). 












































































































































































































































840 MERCHANT MARINE STUDIES 








In addition, the opening of the Seward Highway will surely give rise to a big 
trucking business between Seward and Anchorage as soon as a suitable wharf 
at Seward becomes available. It is reasonable to assume that dependabi 
truckers will be able to negotiate water-carrier portions equal to those paid 
by the railroad on its joint water-rail rates. The most typical Seattle to Anchor 
age railroad rate is the fifth-class rate of $51.80, the water-carrier’s portion of 
which is $30 per short ton. The typical cost of unloading a rail car and deliver- 
ing its contents by truck is $5.90 per ton within the limits of Anchorage. Thus 
the store-door delivery cost, excluding Seattle drayage and wharfage, by water 
rail-truck would be $57.70 per ton at Anchorage. The prevailing truck rate from 

Seward to Anchorage stores, $14.50 per ton, added to a water and wharfage por 

tion of $832.50 would result in a cost to the consignee of $47 per ton, or $10.70 per 

ton less than the water-rail-truck line. Moreover, the truck service would, most 
of the the time, be faster than the rail-plus-local drayage service. The prospec. 
tive diversion from rail to truck out of Seward is, therefore, very great. 

This type of competition proceeds from the fact that the railroad is under 
admonition to cover all operating costs, and its capacity even to pay interest 
rates on Federal funds invested in it is under study, whereas trucking proceeds 
over a highway costing $14 million or so to build and upward of $250,000 per 
year to maintain, paying no tolls and virtually no license fees or local trucking 
taxes for the expensive services provided. 

It is hard to imagine how the inherent advantages of trucks and railroads 
can be validly exploited under such lopsided policy conditions. The public in- 
terest calls for a less uneven approach to the problem of trucking costs in 
Alaska, if the railroad’s mandate to cover operating costs is to be taken seriously 
In the next few years a preponderance of Anchorage freight will move by truck 
from Seward unless railroad rates to Anchorage are lowered, a development 
somewhat hindered by its level of costs, or truck costs are increased, a devel 
opment contingent upon the imposition of tolls, license fees and trucking taxes 
This traffic woulld be the year round. It could easly go above the 100,000-ton 
mark yearly. The beginning has already been made; a barge unloading facility 
has been opened at Seward whence trucks will load for northward deliveries. 

Diversion to truck can in part be stemmed by speeding up the handling of 
cargo from ship to shore and shore to railcar, and by resorting to more and more 
containers to speed handling, to reduce tallying, to lesseen sorting, and to fa- 
cilitate local unloading and drayage, but wide rate spreads if continued because 
of Federal policy in respect to the costs of trucking and railroading will in- 
evitably lead to and perpetuate substantial diversion. 

Trucking is not the only source of prospective diversion. The city dock at 
Anchorage, improvised to handle 1 ship at a time, is locally said to have handled 
50,000 tons of construction materials and other types of cargo in the 1952 ship 
ping season. It is inconceivable that contractors did not estimate their costs 
on the basis of rail and truck delivery from gulf ports; the saving accomplished 
by shipping direct to Anchorage was of no benefit to the Federal Government 
but was effected by underpaying for the actual costs of keeping the wharf open 
and in repair. It is doubtful if the total costs of tugs, barges, handling gear, 
and appropriate maintenance could have been kept under $200,000 in 1952; the 
wharfage rate of $2.50 per ton applied to as many as 50,000 tons of commercial 
freight would yield only a moderate fraction of the probable operating costs 
of the wharf for the season, 

Prospectively, an 8-inch pipeline to carry petroleum products from Haines to 
Fairbanks is expected to divert traffic from the railroad. The pipeline is expected 
to cost $50 million and to have a earrying capacity of 16,000 barrels per day— 
about 672,000 gallons. This capacity is estimated to exceed four times the mili- 
tary consumption of POL products in the winter season in the vicinity of Fair- 
banks. Whether it will be available to transport civilian POL traffic has not 
been announced. Whether it will be or not, the presumptive loss of military 
POL when this pipeline is installed will be great. In 1952 the railroad carried 
160,000 short tons of military POL, at a ton rate of $27.40 to Fairbanks and of 
$5 to Anchorage. The huge chunk of revenue from this movement $2,400,000 in 
1952) if lost to the railroad would call for radical retrenchments. 

The prospect, however, of a rise in coal traffic, perhaps to a total of 1 million 
tons above what is now carried (calling for 500 ears above the number on 
hand in 1952 and, perhaps, for 8 miles or so of new tracks into the coalfields) 
mirht serve as a possible offset. 

This hasty glance at the various factors which have caused costs to rise and 
traffic to be diverted is intended to call attention to the fact that unless Federal 
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cy in respect to transportation in Alaska is consonant with the railroad’s 


mandate to cover its operating costs, the degree of compliance with that mandate 
will decline as tonnage handled declines from its present all-time high. 


2. THE SEWARD LINE 
The Seward facility 

A railroad dock was built at Seward in 1918 to accommodate an annual traffic 
of 30,000 short tons. In World War II, 200 feet were added to it, and a 2-berth 
facility was built by the Army. Both docks are now in use. The Army dock 
is operated, as the need arises, by the Alaska Railroad. 

The railroad dock is very narrow, too narrow to permit the extensive use of 
pallets or forklifts, devices which are used to the limit elsewhere in ports in 
which wage rates are high. The warehouse back of this dock is very small. It 
was designed to cover the discharge of ships with a carrying capacity of one- 
fourth to one-half of that World War II ships used in this trade. Ships dis- 
charging 2 to 4 times as much cargo as their predecessors easily plugs up and con- 
gest not only such a warehouse but also the apron in front of it. The inade- 
quacy of space is a major (but not exclusive) explanation of the phenomenal 
rise in port discharge costs at Seward. In 1949 they had risen to $5.24 per 
short ton for shoreside handling, 616 percent of the cost in 1936, 85 cents per 
short ton; the gang size was the same in both years but the tonnage handle 
was substantially greater. The hourly wage rate increased from $1.25 in 1936 
to $2.145 in 1949, a boost of 71 percent, whereas actual costs went up 516 per- 
cent. If productivity in 1949 were the same as in 1936, costs per ton at 1949 
wage rates would have been not $5.24 but $1.45 per ton. The difference, $3.79 
per ton, points to a potential saving in excess of three-quarters of a million dol- 
lars on an annual traffic volume of 200,000 tons, if congestion is relieved. In 
1952, shoreside handling costs reached $5.56 per ton, and the wage rate $2.625 
per hour, evidence of a slight improvement over productivity in 1949 despite a 
change in gang rules and a sharp increase in traffic, but not enough to invalidate 
the estimated potential saving of three-quarters of a million dollars if wharf 
congestion is relieved. 

In 1951, congestion at Seward was severe during the summer months. A 
shortage of rolling stock, now largely corrected by additions and by heavy 
penalty demurrage rates, appears to have been the principal cause. 

In 1952, congestion at Seward was again severe during the summer months. 
A shortage of labor appears to have been the principal cause. Longshoremen, 
especially the transient permitholders, were drawn away to more regular em- 
ployments on the construction of the Seward Highway and on military projects. 
A like but somewhat less severe shortage may be expected in 1953. It might 
be lessened if ships discharging at Seward are fewer but loaded more fully so 
that longshoring employment becomes less irregular. Likewise, resort to more 
containers should speed up dispatch. 

Although Seward, like Whittier, suffers heavy rains, they seldom interrupt 
unloading. Hatch tents are regularly used when the rains come. 

Seward, like Whittier, endures heavy winds occasionally. The location of 
the railroad dock and the Army dock is unfavorable; docks placed on the side 
of the bay would, windwise, be less risky for ships to moor at. These heavy 
winds oecur less commonly in the peak season than in the offseason. They are, 
of course, a vessel hazard but they do not make for major vessel expenses, 
inasmuch as they seldom are severe enough to cause significant interruptions of 
the unloading process. 

It is quite clear that if Seward is to remain the principal terminal port of 
the Alaska Railroad, substantial alterations of the present docks are, in the 
name of economy, called for. Widening, lengthening, and repair, the least 
expensive treatment, are not very feasible. The season favorable to construc- 
tion coincides with the period when traffic is at its height. If traffic were 
divertible for a full season to Whittier, such widening and repair would be 
feasible. As long as diversion to Whittier is not feasible, a revamping of Seward 
facilities, while still handling cargo, would result in extreme costs of recon- 
struction and of cargo handling. It would be easier, and probably cheaper, to 
build a new facility while maintaining present facilities for a season or two 
until the new construction is completed. 

The availability of housing and service facilities at Seward makes a $5 million 
investment in a new facility there much less expensive than at such a point 
as Shot Gun Cove, where supportive facilities are totally lacking, or at Whittier 
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where, given the necessity of a dual operation, the total investment required 
for civilian and port facilities would probably reach $20 million, as detailed in 
the adjacent table. 


TABLE I.—LHstimated cost of additional docks at Whittier and a new townsite 
at Portage 


The following estimate is based on the suggestion that the Alaska Railroad 
built a separate four-berth dock at the extreme end of Passage Canal near the 
old tunnel construction camp, plus receiving yards, freight sheds, and ware- 
houses. The Army would continue occupancy and operation of the present dock 
and other port facilities at Whittier and a new townsite exclusively for civilian 
use would be developed in Portage Valley approximately 9 miles inland from 
this proposed new dock location with shuttle train service through Whittier and 
Portage tunnels. 

Proposed new 4-berth dock constructed at extreme end of Passage 

Canal with dock warehouses, depressed loading tracks, ete___... $4, 500, 000 
Additional dock facilities, heating plant, track scales, dock and yard 

office, approach trackage, warehouse, and jitney repair and storage 

building tae a eee 
Water and power installation for docks and yards : " . 350, 000 
Heating plants (4) for each end of Whittier and Portage tunnels, 

$250,000 each ; ; aa See teal 1, 000, 000 
Shuttle train loading and unloading facilities at Portage Valley and 

Whittier which includes 2 depots and subsidiary trackage, plus 

utilities : sane saadat ee Seas 000 
Portage Valley Townsite: 

Access road from Railroad (Mile Post 10) to townsite__ 
Highway bridge across Portage River 300 feet als 4 
Flood-protection dike, 10,000 feet long, 10 cubic yards per linear 

foot gravel fill—100,000 cubic yards at $1 per cubic yard in 

place Sec s 100, 000 
Riprap on dike, 2 cubic yards per linear foot at $5 per cubic yard 

in place____ 7 ad a ee ae 100, 000 
Domestic water system, supply, development, and storage oad 185, 000 
Domestic water distribution lines, mains only____-- 200, 000 
Housing for 200 families at $20,000 per unit___ cioanmarae ee 
Housing for 200 bachelor quarters at $10,000 per unit -_ ; , 000, 000 
Sewers and sewer-disposal installations_- ania dations soit 300, 000 
Powerhouse and distribution lines for 1,500 personnel oo 500, 000 
Telephone station and main extensions_ 450, 000 
Street clearing, grading, etec__ neem a a g 620, 000 
Miscellaneous buildings, fire hall, community hall, etc___ es 750, 000 
Miscellaneous expenses, engineering, overruns, ete______- , T00, 000 


», 000 
, 000 


Ne ee ee ik Pee 
Estimate of repair cost on Seward to Portage section of line while 
above facilities at Whittier and Portage Valley are being con- 

structed Ses saesl ice sacs cee scataca Meio = 4, 424, 000 


Total cost “ a ae a a a ee 
Source: Engineering Department, the Alaska Railroad. 


The Seward-Portage line 

The Seward-Portage line proceeds over extremely steep mountainous grades 
The elimination of the loops created 3 percent grades. There are several tunnels 
and trestles, and numerous bridges along the way. The line is highly vulnerable 
to breakdown because of such topography. The line also passes through a Snow 
Belt which is expensive to control. 

Deterioration or, more accurately, undermaintenance has occurred on this line 
in recent years because of the expectation that as soon as the Seward Highway 
was completed Whittier would become the Alaska Railroad’s only year-round 
deepwater terminal. As construction tonnage increased rapidly, subsequent to 
the outbreak in Korea, the policy of undermaintenance was scrapped. 

In 1951 an emergency grant of $1.5 million was used to repair trackage and 
facilities of this section in order to keep it open. A survey in late 1951 revealed 
additional hazards, particularly on bridges. 
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In 1952, when Congress denied a request for funds to rehabilitate the section, 
management of the railroad attempted further patchwork, out of operating 
nds, which would allow diesel replacement of the double-header steam loco- 
ves, required for the 3 percent grades which resulted from the removal, at 
tary insistence, several years ago of the high trestles. (The elimination 

iid not have been feasible if it were not for the market retreat of the glaciers 

‘ecent years.) This patchwork was financed by postponing maintenance work 

mally scheduled elsewhere and by laying down rails which are ordinarily kept 
is emergency inventory. Track replacement needs can now be met only with 
cropped and secondhand rails. About 10 miles were so rehabilitated, but what 
was accomplished would not diminish the real cost rehabilitating this section. 
The inventory should be replaced. The labor switched to this work is still 
owed, for the most part, to other areas of the road. If, however, this line is 
abandoned, the $400,000 worth of rail can be restored to inventory. The labor 
ost would, of course, be lost. 

Che introduction of the diesel locomotive will sharply cut hauling costs, but 
the condition of the rail for 37 miles is such that unless run with great care 
ind here and there at reduced speeds, the diesels might wind up in the woods. 
Even with diesels, practicable loads will be small because of the several 3 percent 
grades. 

It is interesting to observe that in the fall of 1952 hauling costs were easily 
9 times as great on the run to Anchorage from Seward as they were from 
Whittier, although the rates from both terminals are equalized. A locomotive 
one a round trip to Seward took 27 hours and brought back 20 cars; on the round 
trip to Whittier, a locomotive took 9 hours, and brought back 60 cars. 

\ delay in resolving the problem of a single terminal port will open the way 
to tmpeeieindildas similar to those of the 1952 season. Engineers of the Alaska 
tailroad have developed figures presented in the two tables below (bridge and 

juilding repairs, track repairs) to show needed outlays, 1952, 1953, and 1954, 
on the suggested assumption that it will take up until 1955 either to get a new 
Seward facility in operation, if Congress authorizes it, or to recondition Whittier 
as a civilian terminal. The longer the decision is delayed the more the Alaska 
Railroad will be faced with maintenance and replacement outlays which will 
be worthless if the Seward line is abandoned or which will add to cost of the 
rehabilitation program outlined to Congress in 1952. Moreover, because of con- 
gestion, the continued use of the Seward terminal as is will result in handling 
costs three-quarters of a million dollars (on 200,000 tons) in excess of those 
which might be expected from an efficient operation at Whittier or at Seward 
if rehabilitated. 


TABLE II.—2Hstimate for needed bridge and building repair to continue operations 
until 1955 between Seward and Portage 


Replace in 1952, 1,850 lineal feet of pile trestle, at $150 per lineal foot_. $277, 500 
Build in 1952, 625 lineal feet of steel bridge, at $400 per lineal foot____ 250, 000 
Abandon and fill in 1952, 344 lineal feet of pile trestle, lump sum_____ 40, 000 
Replace in 1953 and 1954, 1,850 lineal feet of pipe trestle, at $1! 50 per 

Ine TOC... seer eee Liv estencal fd 277, 500 
Replace in 1952, 1953, 1954, 3,000 lineal feet of culverts, at $2 20 per 

lineal foot d 60, 000 
Repair in 1952, 1953, 1954, Army dock, at $35,000 per year________ . 105,000 
Repair in 1952, 1953, 1954 the Alaska Railroad dock, at $65,000 

per year 195, 000 
Repair in 1952, 1953, 1954, engine shed and misc ellaneous : 

at $60,000 per year 180, 000 


Total bridge and building repairs________ , 385, 000 
Total track repairs : 3, 039, 000 


Total . 4, 424, 000 
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Tas_e III.—Estimate for needed track repairs to continue 
between Seward and Portage 


New rail, Seward to Woodrow___--~~- 
New rail, Primrose to Hunter 
New rail, milepost 57 to Portage_____--__.__-- 


Total new rail required 


Cost of 37 miles of rail and fitting, at $42,000 per mile 554, 000 
Re-lay 37 miles of rail and fitting, at $15,000 per mile____-______--_-_ 555, 000 
62,000 new untreated ties for 62 miles of track, 1,000 ties per mile 
required. ‘These are in addition to ordinary maintenance at $7 per 
tie in place Dit be ee Atte 434, 000 
124,000 cubie yards of ballast 2,000 cubie y ards per mile), at $3 per 
cubie yard in place____-_ fA 372, 000 
Miscellaneous work such as “realining curves and engineering 
$2,000 per mile 124, 000 
Total track repairs_- , 039, 000 
Total bridge and building repairs 1, 365, 000 


Total - J lal) “ae O00 


It must be noted that apart from $424,000 required to repair the docks and 
engine shed, the remainder ($4 million) of this proposed expenditure would be 
part of the permanent rehabilitation schedule as outlined in the $16,540,000 
budget estimate. 


Economies of abandonment 


If the port of Seward is abandoned as a rail terminal, and likewise the Seward- 
Portage line, and the single terminal of Whittier is used as a civilian facility, 
two types of economies are likely, one affecting handling costs, the other affect- 
ing hauling costs. If handling efficiency resulting from the relief of congestion 
can be restored to the level of the prewar period (it would be foolhardy in the 
face of so many variables to predict flatly that it will be), a saving of three 
quarters of a million dollars can be achieved on a volume of 200,000 tons a year. 
The hauling costs are subject to fewer variables; the probable saving can there- 
fore be estimated more reliably. Likely savings in operational and maintenance 
costs are itemized below: 


TABLE IV.—Estimate of reduction in annual railroad operation and maintenance 
costs by eliminating the Seward to Portage section of line (all haul via 
Whittier) 


(1) Average annual cost of maintaining bridges and structures (in- 

cluding materials used) Seward to Portage__ $250, 000 
(2) Average annual cost of track crews, 70 men at $5,000 per year 

average salary per man_ lai satin 350, 000 
(3) Annual depreciation of 64 miles of track and fittings caused by 

rail wear and other agencies during estimated 30-year life of 

rail (note original cost of rail and fittings, at $42,000 per mile) — 89, 600 
(4) Average annual 6,750 tie replacement, (when rehabilitated) cost 

of treated ties only, at $5 per tie (section men place) _---_~- 83, 750 
(5) Elimination of 50 percent of annual south end snow removal 

service aol etal it tian ot lea ead ican diiduiiies 
(6) Elimination of. 5 locomotives, average annual maintenance cost 

per locomotive plus depreciation, plus fuel, oil, ete., but not 

including wages of operators, at $43,500 per year per locomotive 217, 500 
(7) Blimination of train crews, estimated cost $10,800 per month 

(wages only)---- 129, 600 


20, 000 


Total 1, 090, 450 


Notrr.—Apart from the strategic value of having two separate all year-round open ports 
of entry sarved by railroad connections to the main defense areas of Alaska, an overall 
economy would be obtained by reducing by 52 miles the length of train haul on that part 
of the traffic now carried between Seward and Portage; 64 miles of difficult track and 
bridge maintenance would also be eliminated. 
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In addition to these savings, the public would save the interest charges on 
the $16,540,000 requested for rehabilitation. At 2 percent, such charges would 
equal approximately $330,000 per annum. 

\ preliminary round-figure estimate of the public saving implicit in the aban- 
donment of the Seward line must be set down as $1.4 million per annum ($1,090,- 
ooo reduction in maintenance and operation and $330,000 in interest charges 
avoided). 


Original intent for Whittier 

‘The fifth supplemented defense appropriation bill, approved April 5, 1941, 
carries $5,300,000 for a change of the seaboard terminus of the Alaska Railroad 
from its present location at Seward, Alaska, to a point at the head of Passage 
Canal and for the construction of approximately 14 miles of new railroad line 
to connect with the present line of the Alaska Railroad at mile 66, north of 
Seward. Upon the construction of the new line, it has been suggested that all 
of the existing road between Seward and mile 66 will be dismantled and aban- 
doned. It appears that at least 18 months will be required for the construction 
of the new line of the railroad to Passage Canal. No special provision has been 
made for the maintenance of the existing railroad between Seward and mile 
66 to take care of the ordinary traffic and the natural defense needs until the 
new road shall be constructed. The population of the city of Seward at the 
1940 census was 949. It seems clearly that many, if not all, of the present 
residents of the city will be seriously affected by the proposed change and that 
some may thus be rendered practically destitute. 

“The committee deems it only proper again to invite the attention of the 
several departments of the executive branch of the Government, and particu- 
larly that of the Interior Department, to this condition, with the view thaz 
the appropriate department will propose whatever measures may be thought 
desirable for the aid of the residents of Seward.” (H. Rept. No. 476 to accom- 
pany H. R. 4590, 77th Cong., 1st sess.) 


Withdrawal effects at Seward 


These sentiments of the House Appropriations Committee as expressed in 
their report on the regular Interior Department appropriation bill for 1942 
a decade ago, inspired the Federal development of a year-round highway between 
Seward and Anchorage, which connects with the highway serving the magnificent 
Kenai country, an extraordinary tourist asset, and a good business which will 
carry more tonnage out of Seward, in the next few years, than the Alaska Rail- 
road did in the years before the war. 

Some of the Seward people would find jobs in trucking, if Seward is abandoned ; 
some would go to farming on the Kenai Peninsula ; some would go back to fishing 
in Prince William Sound ; some would be transferred to other posts on the Alaska 
Railroad; some would, perhaps, endeavor to find jobs at Whittier; some would 
continue to benefit from the calls of passenger ships continuing to discharge at 
that port, and caring for those who go to the Kenai area for tours and vacations. 
Seward, nevertheless, would probably be reduced toward the level of popula- 
tion it enjoyed prewar if it were no longer the deepwater terminus of the 
Alaska Railroad. The number of regular longshoremen at Seward now numbers 
200. Under present conditions in interior Alaska, absorbing all of them into 
other employments would be easy. But that Seward merchants would face the 
loss of the longshoring payroll with equanimity should not be expected. 


What Seward could do for itself 


The insecurity of the economy of interior Alaska starting at Seward, has 
bred a highly vocal type of localism which damns the Federal Government for 
whatever is done, because it isn’t enough, and double-damns Washington for 
whatever is withdrawn, because it’s too much. There is no emolient for this inse- 
curity except diversification of economic opportunities along nongovernmental 
lines. Possibilities which Seward might develop are, because of the excellence 
of its port, additional fish canneries, a touring and bus service to Anchorage 
and the Kenai, fresh fish catching and trucking to Anchorage, and petroleum 
trucking from the oil farm at Seward to the northward. How much of the 
last conld be done would depend on whether the petroleum company at Seward 
were to relocate at Whittier, if Seward were abandoned, or to negotiate the use 
at fairbanks of the Army pipeline, the capacity of which will be greatly in 
excess of military needs for the civilian market. If, however, the company 
were to remain at Seward, a substantial northbound trucking business would 
develop as may be judged by railroad petroleum tonnage (civilian) transported 
from Seward in recent years; 94,224 tons in 1949; 109,692 in 1950; 126,583 in 
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1951; 158,881 in 1952. This amount of trucking labor represented by these 
figures is substantially in excess of the longshoring labor Seward performe 
prewar for all cargo. 


3 PORT OF WILITTIER 


Whittier original choice as terminal 


The townsite of Whittier had originally been laid out as the deepwater t 
nus of the Alaska Railroad, but, apparently, engineering fears in respect to the 
tunnels involved, very long for those days, expensive, and very difficult to venti 
late, prevented, The terminus at Seward was, for other than operating reasons, 
selected But year after year of contending with the steep grades between 
Seward and Portage, heavy snowfalls, glaciering, and the maintenance of g 
trestles, like the celebrated loop, caused the railroad’s management to look wit 
envy at Whittier 

The years of the great depression were years of great deficits for railroads 
but the Alaska Railroad was under injunction then, as now, to cover its operat 
ing expenses. The response to the injunction was very creditable in view of 
the remarkably small traffic handled and the no less remarkable fact that the 
railroad had been built too hurriedly and so badly that operating expenses we 
unduly high. Like most business-type Government operations, the railroad from 
the very first got into an anomalous predicament which required it to behave 
on money matters, like a private corporation but at the same time, on po 
matters, to respond to the will of is political superiors. Needless to say, the ra 
road’s management became acutely cost-conscious, and increasingly alert to Ways 
and means of cutting its costs. In the middle thirties, the railroad’s manag 
Colonel Ohlson, began to advocate tunneling through to Whittier. Iaced with 
competition from small vessels plying beween Seattle and Anchorage and fron 
trucks which, in summer, ran from Valdez to Fairbanks, and loaded with the 
extremely high costs of the Seward-Portage line, he argued that cost relief 
which he foresaw from the Whittier cutoff, would mean rate relief to the rail 
belt and a lessening of the tonnage diverted to other carriers. 

Whittier becomes defense project 

His view ultimately elicited the support of General Dewitt, after the Army 
became interested in Alaska and observed the low capacity, the maintenance prob 
lems, and the breakdown propensities of the Seward-Portage line. In 1941, the 
Corps of Engineers was given a grant of $5 million 300 thousand for the com 
mencement of a line from Portage on Turnagain Arm, through two unventilated 
tunnels, to Whittier on Passage Canal. 

In his annual report for 1941 (fiscal), Colonel Ohlson reported “the completi 
of the docksite survey that was begun in June 1940 for the Passage Canal termi- 
nus of the Alaska Railroad,” as well as a preliminary examination for a gravity 
water supply for the new railroad terminus and townsite. Due to difficulties 
with priorities and manpower, the War Department rather than the railroad, 
undertook the relocation project as a defense project. The same report described 
the undertaking: “It is understood that the major features of the work will be 
negotiated under a cost-plus-fee basis arrangement. The new line will be approx 
imately 11.20 miles in length. It commences at tidewater on Passage Canal an 
crosses 1 divide through a tumnel 13,070 feet long, at an elevation of 133 feet, 
thence descends through a second tunnel 4,960 feet long to tidewater approx 
mately at mile 62.3 on the present line. The distance from tidewater to Fair- 
banks will be reduced approximately 52 miles. When completed the Passage 
Canal sector will be operated as an integral part of the Alaska Railroad.” 
Whittier becomes military operation 

The annual report of the Alaska Railroad for the fiscal year 1948 indicated 
that: “The Whittier cutoff was placed in operation on June 1, 1943, although 
terminal rail facilities at Whittier had not been completed and turned over to 
the Railroad. The Whittier dock which was completed will, for the present, be 
operated by the military for the handling of military personnel and supplies. 

Terminal facilities at Whittier being constructed by the Army for the railroad 
under the original appropriation include the following: 


Depot Ashpit 

Enginehouse Icehouse 

Powerplant buildings and machinery Stiff-leg derrick for coaling engines 
Coaling plant for engines Sewage system 

Sand house Water system 

Oil house Coach shed 
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Additional construction which will be paid for by the railroad includes; 


Section house at Whittier Tunnel to house-heating plant and per- 
ol and car house at Whittier sonnel 
iilding at north-portal, Whittier Section house at Moraine 
nnel to house heating Tunnel doors 

Plant and quarters for personnel Three coalsheds 

Building at south-portal tunnel for per- Water supply for railroad buildings 
sonnel Lining of portals 

Building at north-portal, portage Standpipe for engines 


The same source reported a decision to continue using the “Seward terminal 

nd railroad line from Portage until after the war.” 

Whittier was manned mainly by soldier battalions, partly because the impact 
of the draft could not be predicted and partly because the friction which had 
developed at Seward between civilian and military longshoremen had set up a 
caution against a similar arrangement at Whittier. The railroad also fell back 
upon soldiers for terminals, section houses, and river boats because draft boards 
wished to fill their quotas. Railroaders in “civvies” became railroaders in 
“GC. D.’s.” 

Railroad operates Whittier briefly 

According to the railroad’s annual report for the fiscal year 1946, the Army, 
beginning with the opening of the Whittier port in 1943, “operated all utilities 

Whittier and did all work necessary in the unloading and loading of Army 
transports. The railroad’s function at the port was transportation and mainte- 
nance of tracks, bridges, tunnels, and buildings used by the railroad in its opera- 
tions. On December 17, 1945, an agreement was consummated whereby the rail- 
road undertook all operations at Whittier, replacing soldier forces. All mech- 
anized equipment, supplies, and buildings at Whittier not already owned by the 
railroad were either transferred or loaned to the railroad. The Army also 
released about 85 enlisted men for employment by the railroad as longshoremen. 

“After taking over operations at Whittier, Army traffic through the port de- 
creased to such a point that it was no longer economically sound to maintain 
both Whittier and Seward as ports of entry. Consequently, early in March 
1946, Whittier was closed as a port and all operations in connection therewith 
were suspended. Freight rates applicable for Whittier were applied on Army 
traffic handled via the port of Seward. 

“The Columbia Lumber Co. placed its mill at Whittier in operation during 
May. In June the Union Oil Co. began construction of a tank farm. The Stand- 
ard Oil Co. and the Army also plan the construction of a tank farm at Whittier.” 

The report was not as explicit as it might be. According to a Seward citizen, 
when the railroad decided to close down the Seward operation “the town set up a 
howl that it shouldn’t be left stranded without even a road.” It is to be inferred 
that the “howl” was heard in Washington. Seward had a resident population 
Whittier didn’t. And the railroad didn’t have traffic enough or funds enough 
to justify maintenance of the two termini. 


Value of Whittier in World War II 


The vision of Colonel Ohlson and General Dewitt in pressing for the Whittier 
cutoff was a godsend. The railroad wharf at Seward, although it handled much 
more when it had to, was laid out in 1918, to handle 30,000 tons a year. In 
World War IT, 200 feet were added to its face, but even with that and the opera- 
tion of a two-berth wharf built by the Army, the tonnage capacity of the 
terminal was insufficient for the Army cargo which came to Alaska in 1943 
and 1944. There was immediate relief from congestion at Seward when Army 
Transport Service cargo was discharged over the three berths which Whittier 
originally had. In fact, berth space and wharf space became more than enough 
at Whittier and at Seward for the comparatively large tonnage inbound to 
Alaska in 1944 and 1945, despite the turnover of civilian longshoremen and the 
inexperience of military longshoremen. 

Capacity of Whittier Terminal 

Whittier has four berths for dry cargo. There is no reason to believe that 
the rate of discharge experienced with civilian longshoremen at Seward, a 
facility much less well laid out than Whittier, cannot be equaled at Whittier 
when manned by civilian crews. This rate of discharge approximates 12 short 
tons per gang per hour. Working 20 hatches (5 hatches per ship, 4 ships) at 
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this rate, civilian longshoremen could unload at the theoretical rate of 249 
short tons per hour, 5,760 short tons per day, and 172,800 short tons per 30-da 
month. To achieve this theoretical level would, however, be uneconomic: jt 
would require unusually persuasive management to keep crews at hatches, night 
and day the year round, regardless of weather. Moreover, ships will not appear 
to unload at the time other ships are ready to leave their berth. Strikes, itin- 
eraries, schedules, and congestions will cause the actual to fall considerably 
short of theoretical capacity. 

But the actual need is so very far below both actual or theoretical capacity 
that no labored study of actual capacity is called for. In August 1951, Whittier 
and Seward together handled 46,359 short tons of northbound dry cargo, civilian 
and military. This quantity was the largest handled northbound in any of the 
48 months from July 1948 to June 1952, and may with safety be viewed as a 
high point of any conceivable northbound railroad tonnage in a given month 
unless a frenzy of military activity or a loosening of a long-term strike were 
to occur. 

An actual capacity, reasonably easy to achieve by civilian management, under 
Alaska’s operating conditions, would be in the neighborhood of 100,000 short 
tons unloaded from ship and loaded on cars at Whittier in a month (the U. § 
Navy has estimated the port’s capacity to unload military cargo at 2,900 short 
tons per 20-hour workday, or 87,000 short tons per mo....,.. Under stress, man- 
agement could expect to handle a somewhat greater tonnage. In time, as the 
use of containers increases, the capacity of the port will also increase. 

It is therefore evident that in terms of familiar demands for unloading rail- 
road cargo in peak seasons, Whittier’s four berths are more than adequate to 
handle civilian and military tonnage northbound. Indeed, they could easily 
handle twice as much dry cargo as has been discharged at Seward and Whittier 
together in the peak month of activity between July 1, 1948, and June 30, 1952. 
Military utilization at Whittier 

The average utilization of the four dry-cargo berths at Whittier is now very 
low. For the fiscal years 1949, 1950, 1951, and 1952, the northbound dry-cargo 
tonnage, civilian and military, handled at Whittier was: 81,279; 88,899; 110,395; 
and 116,881 short tons, respectively. Thus, the total utilization in a year has 
been in the neighborhood of what the port’s dry-cargo capacity is in a month. 


Whittier utilization as single treminus 

If the Seward terminal were to be abandoned and all civilian and military 
roalroad cargo were to be moved northward via Whittier, the average utiliza- 
tion would be very low, as the following table, considered in relation to the 
practical capacity of the four berths at Whittier reveals: 


Taste V.—The Alaska Railroad’s northbound dry-cargo movement, civilian and 
military, from Seward and Whittier, fiscal years 1949-52, and monthly 
average 

{Short tons] 
1949 1950 | 1951 | 


Total. __.. cba bistieks 192, 905 | 313, 076 | 
16, 075 | 26, 090 | 


Monthly average 


The average utilization of Whittier, if all northbound dry cargo handled by the 
railroad from Seward and Whittier had been handled at Whittier in the last 
4 fiscal years, would have ranged from 14 percent to 29 percent of annual capacity 
(assumed to be 1,200,000 short tons). 

The sharp seasonal characteristics of traffic into Alaska make such average 
utilization figures less informative than peak season figures. In Alaska, as else 
where, ports must be designed to handle traffic peaks, but in Alaska these peaks 
depart from the averages very markedly, as the following tables show: 
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1949 to 1952 from Whittier and Seward 


DRY CARGO FROM WHITTIER, CIVILIAN 


1949 1950 


202 

170 

226, 

756 

1, 481 

1, 716 3, 166 


12, 219 13, 991 


DRY CARGO FROM SEWARD, CIVILIAN 


1949 


, 534 12, 810 
9, OR2 

815 

7,314 

5, 240 

, 476 


, 135 

514 

, 766 

313 

12, 105 
, 160 | 


97, 730 | 





July 
August 
September 
October 
November 
December 


January 
February 
March 

A pril 
May 
June 


Dick wankunse 


DRY CARGO FROM WHITTIER, ARMY 


1948 
2, 831 
2, 569 | 
2, OSY 


9, 


6, 
9,6 


| NOnon- 


nastausenie ona 69, 060 


~I 


~ DRY CARGO FROM SEWARD, ARMY 


Tuly 
August 
September 
October 
November. - - - 
December...- 


January 
February 
March 

A pril 
May 
June 


Total 


1948 1949 
3, 764 
20 





36174 


849 


fiscal years 


29, O84 


1951 
31, 492 
28, 406 

330 
, 519 
5, 062 
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Whittier Manning scale 

Whittier as a military port has a basic longshoremen’s complement of 200 
men, most of whom are available most of the time for handling cargo. A sub- 
stantially larger number of soldiers is available for the support of the long 
shoring company and for other purposes. 

Supervisors believe that when fully mustered the basic complement can o 
an 8-hour basis unload 1,000 measurment tons (one measurement ton of dry 
cargo equals one-half a short ton, more or less), of dry cargo and load aby 
1,000 measurement tons of vehicles. They also believe that three 6-hour shifts 
of soldier-longshoremen could unload 60,000 measurement tons per month (and 
load railroad cars with an equal amount of cargo), and handle in the same 
period 750 flat cars carrying vehicles. The relatively low level of utilizatior 
of Whittier facilities in recent years has made full manning unnecessary, but 
in summer the Army moves an extra company to Whittier to bolster the yea 
round longshoring complement. 

Statistics showing the productivity and cost outlay per soldier-longshoreme1 
are not available. 

IXven if they were, it is doubtful that any valid economic comparison of mil 
tary versus Civilian personnel as longshoremen could be established Military 
activities and practices would be so interwoven with longshoring activities as 
to be virtually inseparable. Moreover, the costs of services in support of the 
soldier-longshoremen, being rendered predominantly by other soldiers, would 
render any attempt at a comparison with the costs of services which Civilia 
longshoremen would usually pay for, hazardous in the extreme. Figures could 
without doubt be manufactured to cast some light on the differential if any 
but the results would be shaped by so many assumptions that they could not 
be other than artificial or challengeable 

It should suffice to observe that a civilian call list of 200 regulars (and 200 
transients in the summer months) would be a_ sufficient pool to handle a 
civilian and military cargo destined for the Alaska Railroad. <A substantially 
larger number of soldiers would probably be needed to do the same amount 
of work. An additional 50 families and 50 bachelors should suffice to provide 
services. (This service complement can be kept low because of (1) the idle 
time which makes longshoremen and their wives available for part-time jobs, 
and (2) the propinquity of Anchorage. ) 


Handling costs at Whittier 


Probative data cannot be marshaled to show that the longshoring cost of 
handling freight at Whittier as a single railhead would be more or less than 
at Seward and Whittier. Much would depend on coordination between the 
maritime carriers ahd the Alaska Railroad, and the skill of those who undertake 
the stevedoring contract. 

There are a priori reasons for believing that consolidation of freight would 
lead to savings in respect to longshoring costs. Wage rates are unlikely to 
be much different, initially, at Whittier than they now are at Seward, but 
for the long run the less discontinuous demand for longshoring labor, which 
would follow from the consolidation of traffic, should have a favorable effect 
in restraining demands for higher wage rates. 

At Seward men sufficient to man all the hatches are difficult to muster. Two 
or three ships come to port and discharge. There usually follows a gap of 
several days during which only one ship is discharging. Casual laborers, dis 
couraged, withdraw their names from the call lists and become unavailable 
for the next peaking up of ships. This discontinuity of demand would certainly 
be lessened if traffic were consolidated at one port, the take-home pay of the 
regular longshoremen would be increased, and the need for transient long 
shoremen would be lessened. 

The remarkable congestion which now occurs at Seward in the summer months, 
because of insufficient terminal space, should not occur at Whittier, which is 
laid out much better. Since longshoring labor is paid time rates rather than 
price rates, more space would provide an opportunity to improve productivity 
per man-hour. 

At present longshoring costs are lower by $1.21 per short ton at Whittier than 
at Seward, as the following tables indicate: 
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TasLE VII.—The cost of stevedoring services performed 
handled under contract at Whittier, Alaska, separately for 
June 30, 1951, and 1952 


including tonnage 
fiscal year ended 


Average cost 


al tons R 
per ton 


July 
August 
eptember 
October 
November 
yecember 
January 
February 
March 
A pril 
May....- 
Sc ccna mane 


Yearly totals and averages 


gust 
September 
October 
November 
December 
January 
February 
March 
A pril 
May.. 
June 


Yearly totals and averages 


None 
None 
None 
None 
680, 040 
JSS, HHO 
050, 600 
None 
671. 200 
577. 140 
618. 800 
170. 000 


, 056. 440 
700. 429 
726. 109 
689. 733 
443. 239 
459, 864 
613. 318 
488. 75 
7 971 
757. 356 
698. 110 
63. 653 
5. 000 


3, 653. 536 


None 
None 
None 
None 
108. 77 
114. 32 
5, 056. 40 
None 
692. 05 
SOS. 45 
026. 32 | 


343. 7 


850. 
687 
669. 5 
4, 733 
307. § 
} OA 
584 
411 
44 


3, 284 


102, 832 


1 Commercial shipments unloaded at Whittier account dock strike at Seward, Alaska. 


Taste VIII.—The cost of stevedoring services performed 


None 
None 
None 


19 


> 


under contract at 


Seward, Alaska, including tonnage handled per man-hour, separately for fiscal 
years ended June 30, 1951, and 1952 


Month 


Total tons 





July. ... 
August 
September _. 
October 
November 
December - - 
January 
February - 
March. 
Avril... 
May... 


Yearly totals and averages 


July 
August 
September 
October 
November. 
December 
January 
February 
March 
April 
May... 
June. 


Yearly totals and averages-- 


17, 341 
15, 515 


| 14, 664 


, 846. 
327 

21, 735. 
5, 790 


,177 


410 
014 
534 
448 
130 
400 
377 


443 | 


026 
1X3 
583 


119 


748 
365 
361 
284 
612 


933 | 


107 
197 


5. 638 


301 
017 
854 
651 


. 051 


746. 01 
134. 90 
6 
64 
19 


98 
53 
32 


46 


59, ORG. 35 
3, 874. 03 


177, 
114, 
142, 
114, 
112, 

85, 
153, 

93, 
146, 
105, 


23. 39 
101. 74 
962. 65 | 
696. 30 
808. 61 
397. 37 
610. 44 
735. 56 
882. 24 
416, 20 


787. 41 


, 459. 92 


ige 
t per 
ton 


Total 
hours 


$3 


38, 
35, 080% 


297, 614 


Average 
tons per 
hour 


Oo 


43, 19414 


28, 197 
40, 67034 
30, 34944 
36, 640 
26, 64634 
24, 673 
19 46554 
34, 712% 
32, W546 
31, 613 
20, 68734 


369, 356 





852 MERCHANT MARINE STUDIES 


Community costs at Whittier 

Military personnel in Whittier live and work in makeshift accommodations, 
of the Quonset type, for the most part. These structures are not a credit to 
our Government. On a permanent basis neither soldiers nor civilians should 
be expected to live and work in them. 

Now in the building stage is a composite building which will provide housing 
for at least 800 men and office facilities. Family-type facilities at Whittie: 
are expected to be considerably fewer; precisely how many are not revealed 
A guess of 200 is tenable. The composite building is scheduled for completion 
in the summer of 1953. 

In addition an apartment building to house 100 or so families of railroaders 
is in the planning stage. It is intended for completion in the autumn of 1953. 

No other pending construction reported in the fall of 1952. 

If the facility is to remain functionally the same as it now is, basic housing 
for a permanent operation will have been largely achieved by the end of 1953. 

If the facility were, however, to be operated dually, soldiers for military 
and civilian for all other cargo, it would appear from cursory inspection that 
family-type apartments for not less than 250 families and bachelor quarters for 
not less than 300 men would be required. 

The annual earnings of Seward’s regular longshoremen range between $6,000 
and $11,000; for Whittier they would be no less. Such earnings would be 
sufficient to pay apartment rentals upwards of $150 per month ($15,000 units). 
This earning range is quite adequate to pay full costs of goods sold and services 
rendered in Whittier. 

Nevertheless, space is so restricted and the nature of the operation so over- 
whelmingly governmental in character that a strong presumption exists in favor 
of retaining all presently available land in the hands of the Government and 
keeping ownership of all present and future structures in the hands of the Gov- 
ernment. If this policy is not followed, but instead land is thrown open to 
homesteaders and private developers the Government might find itself hemmed 
in at Whittier if the railbelt grows, and forced to resort to expensive purchases 
of developed values in the future. 

If the composite building were made available to civilians (the Armed Forces 
withdrawing from Whittier), the major housing needs of bachelors and couples 
could be met with it, but, probably, some alterations would be needed to accom- 
modate families with children; a reliable estimate of the alteration costs is not 
now available. 

Armed Forces’ views of Whittier 

From time to time-various positions by the Armed Forces in Alaska have 
been taken in support of Whittier as an exclusively military port. These may be 
summed up as follows: 

(a) Whittier’s port capacity may be insufficient to handle military tonnage 
in emergencies, 

(b) A joint commercial and military longshoring operation is not feasible. 

(c) A second port is strategically necessary. 

(d) A civilian community at Whittier would be subject to undue risks if 
ammunition is handled there. 

(e) The Seward-Anchorage highway cannot fully replace rail service. 

(f) The weather at Whittier is incompatible with the expectations of civilians. 

A. What future tonnages may be cannot now be foretold. Recent tonnages 
are, in relation to the 1.2 million ton capacity of Whittier, very small. North- 
bound dry cargo for the Armed Forces via Whittier equaled 69,000 tons in 
1949, 75,000 in 1950, 91,000 in 1951, and 88,000 in 1952. A 1,000 percent expan- 
sion of military traffic would not exhaust the capacity of this port when ade- 
quately manned. Indeed, as elsewhere recorded in this report, the combined 
civilian and military dry cargo of recent years, which have been times of extraor- 
dinary tonnages in the railbelt, would amount to 14 to 29 percent of the port’s 
annual capacity. 

In addition to this port, there are now available, as there were not at the 
beginning of World War II, a highway from the States to Anchorage and 
Fairbanks, as well as a highway from Haines, a port on the Inside Passage. 
If the guif were interdicted, large tonnages could be trucked over these roads. 
The city dock at Anchorage, less than 2 miles from a major military installa- 
tion, is usable to the extent of 15,000 short tons monthly and, if dredged, it 
could handle 30,000 short tons monthly during the period of safe navigation. 
The completion of the Seward highway, moreover, makes feasible an emer- 
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ency trucking operation between the port of Seward and Portage where the 
ailroad could carry cargo northward or between Seward and the Anchorage 
installations. 

B. Misgivings in respect to the feasibility of a joint military-civilian opera- 
tion of Whittier are not amiss. Differences of privileges, work burdens, wages, 
nonwage emoluments, living quarters, free time, and the like are not lacking 
to foment discord. No port, or virtually no port, in the entire United States 
is so operated. Imbarkation ports are almost invariably manned by civilian 
longshoremen. The wartime experience at Seward stands as a practical cau- 
tion against trying a joint operation at Whittier. 

Cc. The contention that a second port is strategically desirable is, to a layman, 
unanswerable, but a facility akin to a second port is available at Anchorage 
7 to 8 months each year, where railhead connections are available, and where 
a large part of military tonnage could, so to speak, be unloaded at the Army’s 
back door. Trucking ports also exist at Haines and Valdez. Other accesses 
to the interior also exist along the Alaska Highway from Great Falls, Mont., 
from Skagway, via the narrow-gage railroad to Whitehorse, from Seward, and 
prospectively from Cordova if the proposed Copper River Highway is realized. 

D. The risk of ammunition to a civilian establishment at Whittier may not 
be minimized. The risk extends also to any military establishment. Currently 
most, if not all, such tonnage is handled at Valdez and trucked into the interior. 
A smiliar arrangement might be rigged up at Seward, Homer, Anchorage, and 
possibly Kenai. 

E. Trucking is an adequate substitute for railroad service, except for heavy 
lifts, the amount of which, viewed as a percentage of total cargo, usually stacks 
up to less than 1 percent. Heavy lifts can be handled at Whittier and, in the 
open season, at Anchorage, but other types of traffic can be handled by trucks, 
sometimes more, sometimes less, economically than by railroads. The Seward 
highway would permit a truck-trailer to make 3 to 4 round trips, in 24 hours 
between Portage and Seward, carrying 20 short tons on each trip. Fifteen 
such rigs could carry container-packed cargo away as fast as one ship could 
unload it at Seward. 

F. The weather at Whittier is bad. Snow, wind, and rain cast a burden on 
the people stationed there. Undoubtedly some soldiers, given their choice, would 
elect to leave Whittier without delay. To others the quiet and peace of such a 
post are endurable, if not attractive. Civilians are no different. Those who 
dislike isolation from cities and those who are dispirited by bad weather would 
sort themselves out, and turnover would solve the problem. There are numerous 
stations in Alaska where the weather is not advertised, but certain person- 
ality types adjust to them. High earnings, few opportunities to spend, the 
presence of like-minded coworkers, a chance to make excursions to the larger 
centers, comfortable quarters, and attractive leisure-time activities persuade 
some men and their families to accept living conditions which others would dis- 
dain. It is hardly to be doubted that a sufficient number of Alaskans, white and 
native, could be assembled to man jobs at Whittier, but chances are that some- 
what higher turnover than at Seward or Valdez or Cordova would be experi- 
enced with civilians at such a station. 

To accept any or all of these contentions as decisively favorable to the oper- 
ation of Whittier as a military port is tantamount to a requirement that the 
public annually pay $1.4 million above what a Whittier operation would cost, 
to rehabilitate and operate Seward ($1,090,000 for operations and $330,000 for 
interest). A sum the like of this would when applied to a port development 
at Anchorage for several years give the Armed Forces accesss to a good second 
port at Anchorage, usable for 7 to 8 months a year, adjacent to military instal- 
lations, open when the construction activities are likely to be at a maximum, 
and conceivably an advantage to the civilian economy. 


v 
, 


4. THE ANCHORAGE WHARF 


History 

At the beginning of this century interest in the coal of the railbelt for export 
prompted investigation of the feasibility of a port at Anchorage. Despite the 
long interval since then we do not know enough to be certain that some coal 
for export is not feasible. The coal now being mined does not excite interest 
for export because of its thermal content and ash characteristics; the location 
of coking coal along the railbelt might. 
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The Alaska Engineering Commission, precursor of the Alaska Railroad, con- 
structed the ocean dock in 1919 in aid of the construction of the railroad. Its 
face was 355 feet, long enough for the size of vessels than in use; its width 
77 feet, wide enough for the handling methods of those days. It was an open 
pile construction, approached by a filled access 30 feet wide, ample when smal 
trucks and horse-drawn wagons prevailed. On it was a small transit shed which 
burned several years later. 

No regular and systematic use of it as a commercial wharf between the time 
it served its original purpose and the beginning of World War II is reported. 
In 1941 the railroad leased it to the War Department. Water, tanker, and 
power lines were installed. The wharf itself was widened substantially, and 
lengthened several rods. Additional tracks to Fort Richardson and the Anchor 
age railroad yard were laid. An open shed was erected, as were several utility 
and personnel shacks. 

Winter navigation in Cook Inlet 

If winter ice were not a major problem, the deep-water terminal of the 
Alaska Railroad would have been laid out on Knik Arm at Anchorage, and Cook 
Inlet rather than Seward would have been interior Alaska’s principal route of 
ingress. 

Cook Inlet present several navigational problems, none of them insuperable, 
although not without dangers. The tidal range is great—the extreme range is 39 
feet; the mean range is 26.7 feet. A tidal bore along its upper reaches makes the 
inlet very hazardous to small vessels, but highly powered ships in the hands of 
responsible masters successfully contend with it. An 8-knot current in the 
channel, however, provides very little margin of maneuverability for a 10-knot 
ship. 

The great range of the tide itself serves to break up ice along the southern 
reaches of the inlet. From Fire Island northward, however, ice accumulates, and 
ice floes swing about with the tides and the winds. A moderate wind can and 
does cause a jamming up of these floes. A vessel caught in this jamming up 
isn’t going anywhere in a hurry unless it be to move with the ice itself, shoreward 
or channelward as the winds decide. Fingers of ice extend from the shore and 
shore installations and thicken with the advance of winter. The grip of such 
ice around open piling reinforces the piling and a fringe of ice several feet thick 
projects, usually, from the piling. Icebreaking under such tidal conditions would 
not be extensive. Nor would it be either difficult or expensive. But icebreaking 
is not the prime problem. How to control the ice floes so that they do not 
interfere with the control of vessels is. 

Army engineers have suggested two jetties as buffers against ice floes near the 
present wharf. The cost would be substantial, in excess of two and one-quarter 
millions of dollars, it is estimated. But this proposal does not address itself 
to the navigational hazards in the northern reaches of the inlet itself. They 
should not be minimized. Ice floes can do great damage to the thin skins used 
on moderr hulls. Extreme caution, waiting when winds are unfavorable, turn- 
ing back if ice jams become formidable and menacing, and running away from 
the wharf when they threaten, would be required of every master. An excep 
tional level of judgment and foresight would be required. Until a long record 
of successes is established, underwriters will take a dim view of the risks in 
volved and price their hull and indemnity insurance accordingly, or, more likely, 
refuse it altogether. 

If the warming-up cycle. observed in the last 50 years on Alaska, continues, 
this problem of ice floes may lessen sufficiently to justify a reappraisal of Anchor- 
age as a year-round port. At present there is no practical and prudent alter- 
native to the rejection of Cook Inlet as a year-round navigational risk. Emerg- 
encies could certainly justify runs into Anchorage deep in winter, but the cumu- 
lative risks of frequent runs would be unduly hazardous to life and property, 
and unduly expensive. 


Cook Inlet 8 months a year 


Ice as a navigational hazard descends upon Cook Inlet in November, usually, 
sometimes early, sometimes late. It disappears in April, sometimes early, but 
usually late. The season of open navigation extends from May to October, in 
elusive, plus a part of April and November. From 7 to 8 months a year the 
inlet is open to navigation free from ice hazards. 

Into the inlet pour glacier rivers laden with silt. As the impact of the warm 
cycle which interior Alaska is now experiencing falls upon the retreating glaciers, 
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the rate of silt deposition in the inlet seems to be increasing. In its northern 
expanse a narrowing is perceptible, and shoaling is taking place 

Moreover, geologists report that the earth crust in the Cook Inlet area is 
rising very fast, perhaps as much as an inch in a year. The effect of this 
phenomenon, added to that of accelerated silt deposition, is to narrow available 
channels and to intensify the need of silt removal in waters used by ships. 

Silt removal may be accomplished by suction dredges; at the wharf itself, 
where silt deposition is likely to be great and where it constitutes a major im- 
pediment to speedy handling of cargo, hydraulic forces provided by shoreside 
pumps might be sufficient to counteract the tendency of the silt to fall to the 
bottom of the dock. Agitation should cause the silt to remain in suspension, 
and in suspension the tides might carry it off to waters away from the path of 
avigation. Experimentation would be necessary If successful, the experi- 
ment would point to an economical method of maintaining a depth of water 
sufficient to enable big ships to remain moored to the wharf at low tide. The 

mg booms of big ships, house or shoreside booms, and cranes could be used for 
cargo handling successfully, when a ship is tied directly to the wharf, even at 
low tide, provided the silt at the foot of the wharf is cleared away. 

Present operations at the wharf 

Under makeship conditions because of the shoaling at the present wharf, a 
breasting barge is inserted between wharf and ship. Unloading takes place 
twice, from ship’s hold to the barge, and from the barge to the wharf. A standby 
tug is needed to draw the barge to and away from the wharf, a great expense. 
The barges themselves must be beached in winter or towed to a winter storage. 
The double handling and the clutter of the wharf with “cherrypickers” slow the 
handling of cargo and the dispatch of the ship. ‘The arrangement results in 
expensive longshoring, expensive trucking, and expensive idle time for ships 
and barges. The absence of a transit shed makes it necessary to wait for trucks 
and the shifting of rail cars to remove cargo from the easily congested wharf. 
There is no protection for goods subject to weather damage, and there are no 
holding facilities for refrigerated cargo. The wharf is therefore usable ordi- 
narily only for construction materials, shipping containers, reefer and dry-cargo 
vans, packaged petroleum products, and bulk petroleum. 
llinimum betterments of the Anchorage wharf 

To make the present wharf suitable for general cargo 8 months a year and 
to have it available in good operating condition for emergencies would require 
a substantial investment. Widening, lengthening, filling, installing a suitable 
transit shed, dredging, and providing additional access roads would require ¢ 
minimum of $1% million. A more detailed engineer’s survey might show the 
need of expending somewhat more, depending upon how much repair and 
strengthening of the present facility is found necessary. To provide a second 
berth, with transit shed and depressed track, would cost an additional $2 million, 
at present wages, prices, and profit margins in Anchorage. <A second berth would 
be virtually indispensable if Anchorage were to become the principal terminal 
for Anchorage-destined goods for 8 months a year. 


The economics of an Anchorage port 

A consignee within the city of Anchorage now has a choice of receiving 
weather-insensitive tonnage by rail and truck or by ship at Anchorage and 
truck to his receiving station. For general cargo (fifth class) the rail-water 
rate in $51.80 per short ton plus $5.90 for unloading and local drayage, a total 
of $57.70 for 2,000 pounds. For like cargo the direct-water service is $33 plus 
$4.80 for handling at Anchorage, $3.30 for trucking within the city limits, and 
$2.50 for wharfage, a total of $43.60 for 2,000 pounds. The ostensible advantage 
($43.60 versus $57.70) is easily erased if the cargo is bulky. Mest civilian 
cargo measures 80 cubic feet per short ton, averaged. A ton of 80 cubic feet 
would be assessed at the rate of $66 for shipping, $9.60 for handling and loading 
on a truck, and $5 for wharfage, plus $3.30 for local drayage, a total of $83.90, 
a disadvantage over the rail-water alternative of $40.30. 

These rate relationships would not endure if a substantial amount of cargo 
were to appear regularly at the city dock. The elements of stability do not 
underlie them. Sooner or later the full costs of the wharf would be assessed ; 
they are not now fully assessed. Sooner or later also the water carriers would, 
very likely, set up for Anchorage a tariff 10 percent or so above the Seward- 
Whittier proportions, which are altogether on a weight basis. It is not unlikely, 
however, that, even after these adjustments are made, the resultant total deliv- 
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ered costs to Anchorage consignees would not much exceed $45 per short ton, 
if dredging permits direct unloading of ships and faster loading of trucks. 

If such a rate level were to be established the railroad, as well as truckers 
out of Seward, would face a heavy loss of traffic. It might try to lessen its 
losses by quoting fighting rates for the traffic subject to diversion and by ad- 
vancing rates for commodities not subject to diversion. 

The total amount of tonnage available to the railroad the year round at 
Whittier and Seward combined is so small that unit costs can hardly be ex- 
pected to move in any other direction than up if total traffic declines. Purely 
as a matter of hauling costs the railroad can lay goods down in the Anchorage 
area more cheaply than a consignee could expect to get them at the city dock 
The railroad’s out-of-pocket costs for fifth class would be $30 for the steamship 
proportion at Whittier plus $1 or so for hauling and $9 or so for checking and 
other handling expenses. If the water rate to Anchorage is established at $33, 
and wharfage and handling amount to $9, it is clear that the room for “fighting 
rates” would be very great. 

Nevertheless, as elsewhere noted in this report, the readiness-to-serve costs 
inherent in year-round operations of a railroad cannot be readily scaled down 
as traffic declines. These costs include depreciation of rolling equipment, main- 
tenance and repair which have to be done regardless of volume of traffic, the 
idle time of basic manning personnel, standby equipment and personnel, and 
the depreciation and repair of power facilities, depots, fire-fighting equipment, 
snow-removal equipment, and repair shops. 

A minimum investment of $3,500,000 in an Anchorage port ($1,500,000 to fix 
up the present wharf and $2 million to provide an additional berth) would cost 
about 5 percent per year for Federal interest and amortization, or $175,000 per 
year. This capital cost simply adds to the total cost of transportation of interior 
Alaska. 

It is not possible to say with certainty that the readiness-to-serve costs of 
the railroad can be shaved down enough so as to preserve the apparent economies 
of direct shipment. 

The economic need of such a port is not now apparent for the civilian economy, 
once it bears the cost of a year-round port. 

If such a port is desired primarily for strategic purposes and as an alternative 
to the maintenance of the Seward line, its cost, viewed as a problem of capital and 
operations, would be much less than that of the Seward line. Depending on 
certain engineering and management decisions, the annual cost of such a port 
would range un toward $300,000 ($175,000 for capital charges and $125,000 for 
management, repairing, and dredging). If such a port is satisfactory for strategic 
military purposes, the railroad should undertake to quote Anchorage rates 
equalized regardless of whether cargo is delivered at Whittier, Seward, or An- 
chorage, and thus be in a position to apply savings, if any, realized from the 
Anchorage port, to the costs of maintaining year-round services. It would be 
fatal to solvent operations of the railroad if the port of Anchorage were not 
put in its hands. 

Two properly built berths at Anchorage would permit the theoretical dis- 
charge of 60,000 short tons per month, or 420,000 tons in 7 months, substantially 
in excess of tonnage discharged in Anchorage in recent years, in fact, substantially 
in excess of the total dry-cargo tonnage handled by the railroad northbound 
to all its stations in any year of its history. 


5. THE TREADWELL REPORT 
(Preliminary report on the port of Anchorage, Alaska) 
Report's findings 


The Anchorage Port Commission, a loeal instrumentality, secured a report 
of the feasibility of a port facility at Anchorage. It was prepared by G. T. 
Treadwell, a distinguished port engineer, as a preliminary survey. The report, 
submitted in July 1952 was based upon a hurried roundup of available facts, 
figures, and opinions and concluded with the finding that construction of a deep- 
water terminal at Anchorage was justified by engineering feasibility and economic 
soundness. The economic portion of the report was rendered by the Alaska De- 
velopment Board, a Territorial agency. 

The report proposed an expenditure of $8 million to develop 2 berths as north- 
ward extensions of the present facility, which would be operated as a tanker 
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berth; the estimated cost included 2 transit sheds, necessary dredging and a 
roadway for rail and truck access to loading platforms. It assumed that— 

1. The installation could be used for 8 months each year. 

2. The terminal would handle 250,000 short tons of general cargo (civil- 
ian), 50,000 tons of bulk cement, and 400,000 barrels of bulk petroleum. 

3. The port would receive estimated annual gross revenues of $762,500 
from this volume of activity. 

4. Estimated annual expense of operations would approximate $602,640 
(amortization over 30 years at 4 percent, $462,640; maintenance and insur- 
ance, $95,000 ; office administration and miscellaneous, $45,000). 

5. Financing by grant and/or bonds was feasible. 

6. The operation of such a port would result in a substantial “saving in 
freight that could well be over a million dollars a year to the military and 
civilians of the area served.” 

This report has generated enthusiasm among community leaders who are 
fearful of a decline of defense expenditures and convinced that Anchorage, serv- 
ing interior points as a distribution center, needs and would benefit by such a 
port. 


Assumptions 


The report will without doubt find its way, sooner or later, to Congress, where 
it deserves a respectful and searching hearing, but not apart from the broader 
problems of alternative gateways to Alaska’s interior. The report itself casts up 
so many root problems bearing upon this gateway question that it deserves more 
than passing attention to each of its assumptions. 


Assumption No. 1 


If, as it assumes, the recommended port would be useful for about 8 months 
each year, Alaska’s interior would be left without an ingress unless terminal 
facilities and access to them by rail and road are maintained at open ports. 
It is beyond doubt that ingress to the interior the year round is needful for 
defensive and developmental purposes. Therefore, the annual costs of such ter- 
minal facilities at open ports, and accesses thereto would be assessable against 
whatever tonnage is handled over them. If the tonnage diverted to an expanded 
port facility at Anchorage were great, the rates charged by the Alaska Railroad 
and year-round truckers against residual tonnage would be substantially higher 
than rates based upon costs distributed over a much greater volume of traffic. 

The Alaska Railroad has for many years been under a congressional mandate 
to cover its operating costs. These costs include maintenance and depreciation 
of facilities, such as the Seward terminals, the Seward-Anchorage track, and roll- 
ing equipment; they also include readiness-to-serve costs, such as are found in 
overhead operations, depots, snow-removal equipment, repair shops, and the 
like. Faced with a sharp loss of traffic it would have no alternative to hiking 
rates for such traffic as could not be moved through the Anchorage port. Un- 
doubtedly the impact of these rate increases would fall hardest upon tonnage 
moved north of Anchorage, Alaska coal, and winter tonnage. The railroad 
would also face the need of introducing fighting rates, if feasible, to reduce 
the amount of diversion to the Anchorage port. The frame of reference of 
the Treatwell report was such that no examination of this residual problem 
was either expected or attempted, but the costs of year-round service must not 
be lost sight of. They are real costs, assessable against the economy which re- 
quires them to be met. 

By way of illustration, these readiness-to-serve railroad costs would be affected 
in somewhat like the following manner (the costs are suppositions and not all- 
inclusive) by a sharp diversion of tonnage to the Anchorage port facility : 


Readiness-to-serve total costs per year: 
Maintenance of Seward and railroad facilities_..cc..tccnc...... $600,000 
Maintenance of Seward-Anchorage track ($8,000 per mile)______ 1, 000, 000 
1, 600, 000 
Readiness-to-serve unit costs: 
Cost per ton, distributed against 200,000 tons ($1,600,000) 
Cost per ton, distributed against 80,000 tons ($1,600,000) ___ 


Hypothetical increase in readiness-to-serve cost per ton 


The illustration is not intended to be decimal-point accurate, but it is intended 
to serve as a reminder that (1) railroad costs, once fixed, can be translated to 
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low rates only if spread over a large volume of traffic, and (2) a significant dive 
sion would add greatly to the unit costs of the year-round carrier, costs which 
must be borne by the residual traffic or result in deficit-financing by the Congress 


Assumption No. 2 


The tonnage data assumption of the Treadwell report might be in accord with 
future developments. Nobody can be sure that the future will not exceed recent 
tonnages, If oil is struck in the interior of Alaska, and exploited, or if other 
minerals worth tapping become significant, or if a new conception of defense 
comes into being, future tonnages might exceed present tonnages which are at 
an alltime high. 

On the basis of what is now known, military construction and construction 
dependent upon military activities in Alaska are at an apex in 1952 and 1953, 
and are expected to taper off sharply thereafter. Population along the railbelt 
is believed to have increased by one-third since 1950, an increase which surely 
has already been reflected in recent tonnage increases. On the horizon are no 
payroll-making and profit-making prospects other than those engendered by mili- 
tary payrolls and local purchases. The off-again-on-again American tempera 
ment in respect to military budgets should not be lightly dismissed. Its effects 
upon railroad tonnage during one “on-again” and one “off-again” period are to 
be seen below : 


TABLE IX.—Northbound revenue tonnage, dry cargo, handled by the Alaska 
Railroad, fiscal years 1949-52 


[Short tons] 


1949 1950 1951 1952 
Civilian: 
Whittier 12, 219 | 13, 991 18, 759 20), O84 
Seward 73, 331 | 97, 730 198, 857 226, 414 
| 
Total, civilian 85, 550 | 111,721 | 217, 616 255, 498 
Armed Forces } } 
Whittier 69, 060 74, 908 | 91, 636 87. 797 
Seward 9, 835 6, 276 3, 824 887 
Total, Armed Forces es 78, 895 81, 184 95, 460 88, 684 
Grand total a 164, 445 192, 905 313, 076 344, 182 


Note.—Civilian tonnage includes freight consigned to contractors handling military construction, 


The unavailability of an Anchorage port during December, January, February, 
and March, as a minimum, would have made available to that port, if it had been 
operating since 1949, the following railroad tonnages as a potential: 


TABLE X.—Total dry-cargo northbound tonnages of Alaska Railroad during open 
season of Anchorage Wharf—Fiscal years 1949-52 


[Short tons] 


1949 1950 | 1951 1952 


} 
Civilian | 
Whittier 10, 367 13, 266 16, 618 24, 633 
Seward 53, 277 72, 839 153, 991 175, 712 
Total civilian 63, 644 86, 105 170, 609 200, 34 
Armed Forces: 
Whitt ier ‘ 42, 626 58, 716 | 68, 788 63, 45¢ 
Seward 5, 661 5, 203 3, 460 8 
Total, Armed Forces 48, 287 63, 919 72, 248 64, 2 
Grand total_._--. 111, 931 150, 024 242, 857 264, € 


NoTe.—“‘Open season’’ is assumed to exclude only December, January, February, and March. In 
some years the open season would also exclude part of November and April. 
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Tonnages carried by truck are not known for this entire period, but if no more 
than 100,000 tons are taken as the inbound tonnage carried by truck, civilian 
and military together, for 1 year, and 75,000 tons are assumed to move in the 

pen season, the northbound tonnage of the entire rail belt delivered in recent 
years by rail and truck during the open season becomes reducible to a defensible 
estimate, 

The total estimated tonnage so moved, as well as the Anchorage potential, 
would be as follows: 


TABLE XI.—Total dry cargo, northbound revenue tonnages, by rail (actual) and 
truck (estimated), delivered during open season of Anchorage wharf—Fiscal 
years 1949-52, and the Anchorage proportion 


{Short tons] 












1949 1950 1951 1952 
Civilian, rail_........- Sais Ree : 63, 644 | 86, 105 170, 609 | 200, 345 
Armed Forces, rail.._. 48, 287 63, 919 72, 248 64, 272 
POE, CN citcttinatibenamtiniaiiiilttnns ai 75, 000 75, 000 | 75, 000 75, 000 
indienne ananlpiche 1 idan 
Mi dauidbabablsbicuctblickhebidedincéabe cians 186, 931 | 225, 024 317, 857 | 339, 617 
Amebceee BUN iictdcc ccccenaiikés wee sacene 124, 621 | 150, 016 211, 905 | 226, 411 








Note I.—The truck estimate is unduly high for the years prior to 1952, but no method of correction is 
available. The appropriate truck figure for 1952 (military and civilian) is therefore applied to the previous 
years, 


Norte II.—The Anchorage proportion is assumed to be two-thirds of the total northbound tonnage de” 
livered by rail and truck from year-round ports. The two-thirds figure is the usual proportion found in the 
Alaska Railroad’s experience. 


The available Anchorage tonnage is clearly small, even when added to the 
small tonnages delivered at the present Anchorage wharf. 

To assume that all or even most of the indicated tonnage destined for Anchor- 
age in the open season would go over the proposed wharf is to be unrealistic. 
It is tantamount to shifting nearly all northbound carriage, military or civilian, 
by rail and truck, from the year-round ports to Anchorage, during the open 
season on Knik Arm (Anchorage wharf). 

The estimates made available to Mr. Treadwell are, in relation to recent 
years, indefensibly high. Only during a local business cycle shaped by a big 
construction boom, much bigger than any boom experienced by the rail belt 
up to the present, «ould such civilian traffic as 250,000 tons of general cargo, 
appear apparent saving. A good deal less than half of that figure might be 
expected to be the annual civilian potential, once the Korea-inspired flush of 
defense expenditures has spent itself, at the Anchorage wharf. (By way of 
contrast, the inbound railroad tonnage, including petroleum, at Seward was 
52,442 in 1939 and 74,442 in 1940, before the military economy began to take 
form in Alaska.) 

The report’s assumption that 50,000 tons of bulk cement would be available 
in the future is open not to challenge but to question. Construction booms have 
a cycle of their own. It is true that the Anchorage area recently received that 
much bulk cement and will probably receive a like amount in the next year or 
two, but unless construction plans greater than those now envisaged for the 
rail belt are gotten under way, this quantity will probably not be a dependable 
annual revenue producer. Moreover, the present facility for handling buik 
cement seems to be good enough not to warrant shifting to any new facility 
for several years to come. 

Assumption No. 8 

The Treadwell report estimates prospective revenue from civilian general 
curgo, at $2.50 per ton, of $625,000; bulk cement, at $0.75 per ton, of $37,500; 
bvik petroleum, at $0.20 per barrel, of $80,000. The rates themselves, under 
Alaska’s cireumstunces, are not unreasonable, but the total revenue expectation 
of $732,509 pea year is much too high. At these rates, not even one-third of this 
estimated revenue may be reasonably expected unless and until palpable im- 
provements in the rail belt’s economic outlook occur. 





Assumption No. 4 
The Treadwell report estimates annual operating expenses at $602,640 per 
year. Amortization of $462,640 (4 percent over 30 years) constitutes the main 
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element of the expenses. The 4-percent rate is about as good as could be 
expected from private financial agencies. A 30-year writeoff would encounter 
objections from some private bankers. The rail belt economy is primarily and 
almost exclusively dependent upon military outlays. A private financial agency, 
if otherwise persuaded to finance a new wharf at Anchorage, might insist upon a 
shorter writeoff. Aviational technology and military conceptions can change 
greatly in a 30-year period, changes which might adversely affect the rail belt 
economy. Likewise, maritime technology can also change as much in the next 
30 years as it has in the last 30 years; changes point to innovations in the use 
of vans, containers, trailers, and sea trains, changes which would require modi- 
fications of the proposed wharf and perhaps affect the tonnage it can attract. 

Moreover, if the tonnage prospects are less favorable than those supplied to 
Mr. Treadwell, a less expensive installation might be required as a condition 
of any private financing. 

Assumption No. 5 

The Treadwell report names several sources which might be enlisted in finane- 
ing the proposed wharf, on the assumption of economic soundness. 

As Mr. Treadwell points out, the municipality of Anchorage has an authorized 
margin of indebtedness of less than $2 million. The city has a tax rate of 18 
mills which, considering the accumulating needs of the community is very low 
Its school needs are pressing and deserving of attention. This community can- 
not now afford to finance an Anchorage wharf, however inexpensively scaled it 
might be. 

Financing under the Alaska Public Works Act is suggested as a possible 
method. This is equivalent to inviting the Federal Government to provide a 
direct grant up to 50 percent of the cost of the project. Where the other 50 
percent or more, would come from is not explored. Before recourse to Federal 
funds under this or any other act is made, it should be pointed out that the 
Congress has invested huge amounts in railroad and highway facilities in the 
interior of Alaska. Any Federal loan or grant should be weighed only in the 
light of these very large investments, and the large appropriations made 
annually to operate these facilities. 

The report suggests RFC as a possible source of funds. This source is an 
unlikely one. The agency has been enjoined to limit its loans to a span of less 
than a decade. It requires an equity from other sources. Neither the city nor 
the Anchorage Port Commission has any known method of raising a 40-percent 
to 50-percent equity. 

As for private funds, the port commission, having no experience as an operator 
of a port and no equity funds of its own with which to put a protective layer 
of funds above a bond issue, would encounter grave difficulties in peddling 
revenue bonds. The rail belt is a virtual company town, a single payroll economy, 
an economic suburb of the Pentagon,, a precarious economy swiftly built up and 
sustained by military expenditures, and just as swiftly susceptible of collapse 
until alternative measures of shoring up the region’s economy are developed and 
in being. Under these circumstances, an issue of revenue bonds in the amount 
of $8 million, or even half of $8 million, would be most difficult to market. It 
will not escape the acumen of private bankers that transportation facilities oper 
ating on a year-round basis would not be without inventiveness in limiting the 
amount of tonnage which might appear at the Anchorage wharf. 

And, of course, even Anchorage enthusiasts who have been convinced of the 
merit of a local wharf do not and would not want it if its operation were of 
such a character as to jeopardize the operation of year-round transportation 
facilities. 

Beneficiaries 

There is hardly any need to observe that users of a properly scaled and effi- 
cient wharf at Anchorage would probably benefit from an Anchorage wharf, if 
they could avoid using tonnage in winter months coming by more expensive means 
and who jacked up prices to reflect them. The principal beneficiaries at present 
would be construction contractors who shut down in winter, and, prospectively, 
some miners. The most harmed would be the year-round residents of interior 
Alaska, stuck with the costs of maintaining under-utilized, winter-operated 
facilities. 

There might be net overall advantages to the Federal Government, the prin 
cipal beneficiary, and to the rail belt’s residents, from a properly scaled Anchor- 
age wharf, but they are not nearly so great as the apparent difference between 
the joint rail-steam rate and the combination of steam rates. What these sav- 
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ings might be can properly be explored only in conjunction with an exposition of 
railroad costs in operating as year-round gateway. How such savings, if any, 
ought to be distributed can then be considered in quantitative terms. 


Summation 

The Treadwell report is based upon the keystone figure of tonnage available 
during a great construction boom, unparalleled in Alaska’s history and not to 
be expected in Alaska’s near future. A smaller traffic potential would invite a 
smaller and less expensive facility. The saving would be much less great 
than is apparent from simple calculations because of the need to cover year- 
round service costs from whatever the traffic which would not be diverted 
to the Anchorage wharf. The prospect of private financing is not bright. Any 
resort to Federal financing Should be evaluated in the light of the big sums 
which the Federal Government has been spending to establish aad maintain 
year-round transportation facilities. If there is any real saving, it can be de- 
termined only by offsetting against apparent savings the costs of maintaining 
these facilities, and if the saving is effected by Federal financing, the benefits 
should be distributed among all the users of the northbound service in accord- 
ance with the dictates of public policy rather than any advantageous circumstance 
of location or type of business. 





ExHIBIT 3 


ANCHORAGE, ALASKA, October 18, 1958. 
Hon. DEWEY SHorrt, 
Chairman, Committee on Armed Services, 
House of Representatives, House Office Building, 
Washington 25, D.C. 

DeAR MR. CHAIRMAN: Reference is made to your letter of October 5, 1953, 
transmitting Gen. Miles Rober’s letter to you, concerning the ports of Anchorage 
and Whittier, a copy of which is enclosed for your convenient reference. 

Paragraph 2 of the general’s letter would indicate that he is not in possession 
of the facts. His second sentence states that the Department of the Army has 
a military need for at least one year-round port complete for military cargo, 
and that the port of Whittier is such a port. No one quarrels with that state- 
ment except that the port of Whittier was destroyed by fire last June and at the 
present, cargo is handled by lighters. The general further states that the Army- 
controlled cargo is routed as a primary consideration through whatever port pro- 
vides the most economical transportation of this cargo to its destination. While 
the Army accounting records are not available to the writer, it is hard to 
imagine how goods can be unloaded at Whittier with troop labor and hauled 
sixty-odd miles on the railroad as cheaply as a civilian operation could do it, 
when consideration is given to the fact that the reputed strength of Whittier 
is 800 men, of which 200 are available as stevedores. The general further states 
that the Department of the Army at the present time, ships through Anchorage 
all Army support cargo possible within the seasonal limitations and physical 
facilities available to the Army at that port. 

Since the Whittier fire, June 17, at least three commercial vessels, the steam- 
ship Tarlton Brown, the steamship Seafair, and the motorvessel Coastal Mon- 
arch, plus an unknown number of Military Sea Transport vessels, have been 
discharged at Whittier, using lighters and troop labor. This certainly cannot 
be defended as an efficient or economical operation because in addition to the 
lower production of troop labor and the time-consuming multiple handling due 
to the use of lighters must be added the demurrage due to loss ship time. While 
the ships were being discharged in Whittier, we find that the port of Anchorage 
was not used to anything approaching its full capacity. In fact, from the 22d 
of June through the 16th of September, the Anchorage facility was idle 34 days 
out of a possible 87 days of usage. 

The general’s letter further states there is no commercial stevedoring facility 
or industry at the port of Whittier as it is a completely military installation. 
The North Star Terminal & Stevedoring Co. has worked in Whittier whenever 
the military would permit since 1950, and in 1951, the only figures that were 
available to the writer, this company handled 31,386 short tons. This union 
has furnished longshoremen for the port of Whittier since 1949 and is in a 
position to continue doing so. 
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I should like to point out that the port of Whittier as a military installation 
is actually no different from the Army ports of embarkation at Seattle, Oakland, 
Long Beach, and Stockton, on the Pacific coast, where commercial stevedores 
and stevedoring companies are doing the work. It is difficult to reconcile the 
Army’s use of troop labor in Alaska competing with established industry when 
it has apparently been found unwise and uneconomical to do so in the States 
There is no economic justification for maintaining an 800-man garrison at the tax 
payers’ expense, when past performance has shown that the port of Whittie 
has been used (1948-52) to only one-half of its capacity (O’Connor report). 
We respectfully urge that the stevedore work at the port of Whittier be turned 
over to private industry. 
Very truly yours, 
A. A. OwEN, Jr., 
igent International Longshoremen’s Association. 


House OF REPRESENTATIVES, 
COMMITTEE ON ARMED SERVICES, 
House Orrice BUILDING, 
Washington 25, D. C., October 5, 1958. 
Mr. A. A. Owen, Ir., 
Agent, International Longshoremen’s Association, 
Anchorage, Alaska, 

Dear Mr. Owen: Upon receipt of your letter of September 1, wherein you 
protested the use of Army troops at the port of Whittier, Alaska, in handling 
cargo, allegedly in competition with civilian labor and management, I requested 
the Department of Army to advise me of the facts in the matter. 

There is attached hereto the response which I have today received setting 
forth the Army’s justification for the manner in which it handles cargo at the 
port of Whittier. 

Sincerely yours, 
Dewey SHort, Chairnnan. 


ANCHORAGE, ALASKA, October 5, 1958. 
Mr. Don N. UTHUS, 


Washington 5, D. C. 


Dear Don: Reference is made to your letter of October 1. Enclosed is a copy 
of a letter to Senator Saltonstall which may be helpful to you. 

Referring now to your letter to Mr. Hensel, your item No, 1: A stevedore com- 
pany has been operating in Whittier since 1950 and during the year 1951 handled 
31,386 short tons, and has continued to work whenever the military would 
permit. 

Your item No. 2: Commercial consignees of civilian cargo at Whittier have not 
found it uneconomical to transport stevedores to Whittier, 64 miles from Anchor- 
age. Had they found it so, the cargo would have been shipped through Seward. 

Your item No. 8: I may say that Whittier Enterprises is building additional 
housing at the present time for civilian personnel of the railroad and others who 
may be occupied at Whittier, and also the West Camp, the camp used by the West 
Construction Co. in building the tunnels at Whittier, and more recently by 
Haddock Engineers, builders of the new composite building, is available for 
housing. It can mess and house 400 men. This camp is controlled by the district 
engineers, and is presently but partially used, and as the big construction program 
is over in Whittier, it will shortly be ideal. 

As to your item No. 4: Only since the Whittier fire, June 17, have the troops 
engaged in anything that might be considered training wl-en they have lightered 
the cargo of several ships to shore. Further, the port facilities destroyed by fire 
were the most modern in Alaska and substantiates your remarks that it would 
be difficult to justify the use of military personnel for even the temperate 
months. 

Perhaps the Bureau of the Budget would show some interest in saving money 
at Whittier. 

You may be interested in knowing that when the Central Victory was at 
Anchorage September 28, 1953, through October 2, 1953, an MSTS ship, the Air 
Corps used Air Corps trucks and personnel to haul the cargo to and from the 
docks instead of using commercial equipment and, due to the fact that the Air 











MERCHANT MARINE STUDIES 863 


Corps was short of trucks, they would only permit the Stevedore Co. to use only 
3 gangs where we normally use 4, which, as you can readily see, delayed the 
dispatch of the ship and added to the cost. 
Very truly yours, 
A. A. OWEN, Jr., 
Business Agent, International Longshoremen’s Association. 


ANCHORAGE, ALASKA, October 5, 19538. 
Hon. LEVERETT SALTONSTALL, 
Chairman, Senate Armed Services Committee, 
Washington 25, D. C. 


Dear SENATOR: Reference is made to my letter of September 1, 1953, protesting 
the use of troop labor as stevedores at the ports of Whittier and Anchorage. 
Also, reference is made to the letter of your chief clerk, Mr. Allen, dated October 
i, transmitting a letter dated September 24, from the Office of the Assistant 
Secretary of Defense, to you, on the subject of troop labor at Whittier. 

The second paragraph of the letter of the 24th, sets forth the policy of the 
Army as always endeavoring to use commercial stevedoring facilities to the 
fullest possible extent. This paragraph also states that the Army presently ships 
through the port of Anchorage all cargo possible, within the seasonal limitations 
and physical facilities available to the Army at that port. We take sharp issue 
with this statement because the port of Anchorage has had some very wide gaps 
when there were no vessels using the dock as set forth in table attached. During 
the time the Whittier installation was inoperative, due to fire damage, several 
ships were both loaded and unloaded in that port with the use of lighters which 
was very time-consuming and expensive in ship-time lost during this inefficient 
operation. 

Paragraph 3, of this same letter, states and I quote, “As there are no commer- 
cial stevedoring facilities available at this port, military personnel must be 
utilized.” I do not interpret this as a statement of fact because the North 
Star Terminal & Stevedoring Co. has been operating in the port of Whittier since 
1950 whenever the military would permit, and this union has been furnishing men 
for this purpose. In 1951, the North Star Terminal & Stevedoring Co. handled 
31,386 short tons (2,000) pounds. Figures for the years 1950 and 1952 were not 
available to me at this time, but I would say the year 1952 was a lesser tonnage 
due to increased use of troop labor. 

The personnel strength of the port of Whittier, of course, is a restricted figure 
but it is reputed to be 800 men, of which about 200 are actually available for 
stevedore operations. The cost to the taxpayers of the United States for sup- 
porting such a garrison which has about 25 percent productive effectiveness, 
certainly will not compare favorably with the cost of a civilian operation based 
on a fixed tariff of so much per ton. 

The Senator may recall a hearing which was held some 2 or 3 years ago at 
Elmendorf Airforce Base, by himself, Senator Lester Hunt and Senator Wayne 
Morse. The Armed Services Committee staff arranged for some labor repre- 
sentative to come before this commitee at that time. I was one of those repre- 
sentatives. You may recall too, that we recommended that Alaska construction 
appropriations be continuing appropriations to get the most out of the construc- 
tion weather in Alaska. At the same hearing we brought up this same problem 
of troop labor at the port of Whittier, and your then chairman declined to take 
up this subject. I bring this to your attention to point out that this is a long- 
standing problem and should have had attention long ago. Now with a decrease 
in the volume of military construction and a general business decline in the 
area, unemployment is growing more acute and it does not appear to us that it is 
proper o.draft men into the armed services and then use them in competition with 
people who are standing by ready and willing to work, the tax on whose labor 
supports the Military Establishment. 

As to the port of Anchorage, the majority of the work done there this season 
has. been done by commercial stevedores, but while we have had idle men here, 
the Army has continued to do some work. 

We respectfully request your support in making it possible for private steve- 
dore companies and free civilian labor to do the stevedore and cargo handling 
work at the ports of Anchorage and Whittier. 

Sincerely, 
A. A. OWEN, Jr., 
Business Agent, International Longshoremen’s Association. 
Enclosure. 
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Vessels worked at ocean dock, June through Sept. 16, 1958 


Vessel | Dates Days in 


U. 8. N.S. Truman Kimbro June 22-27 


irlo L. Olson June 29-July : 
ae ee? July 6-7 
Seafair July 10-13 
LST 1072 July 14-18 
Tanker Paul M. Gregg July 18-19 
lowing barges P. O. L July 21-23 

T. A. K. L. 34 July 23-25 
Arlo L. Olson July 30-Aug. 1 
John R. Towle Aug. 

LST 618 Aug. 

Foss barge : Aug. 

U.S. N. 8. Leo Aug. 

LST #18 Aug. 

Nashua Victory : Aug. 

Charles Crocker 15 ; Aug. 

Seafair 22 Aug. 22 

A. K. L. 35 [sic]. -- ‘ . ‘ Aug. 25 

T. A. K. L. 36 3 


Idle 34 days out of 87_- 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE CHIEF OF LEGISLATIVE LIAISON, 
Washington 25, D. C., September 30, 1958. 
Hon. Dewey SxHort, 
Chairman, Committee on Armed Services, 
House of Representatives. 

Deak Mr. CHAIRMAN: I am replying to your expression of interest in a com- 
munication which you received from Mr. A. A. Owen, Jr., agent for the Interna- 
tional Longshoremen’s Association, of Box 487, Anchorage, Alaska. You will 
recall that he has informed you that longshoremen at Anchorage are being forced 
to leave Alaska daily for lack of employment while troop labor at the port of 
Whittier, Alaska, handles cargo from ships in competition with civilian labor 
and management. Mr. Owen protests this competition and feels that cargo 
handling at the port of Whittier should be turned over to private industry. 

Immediately on receipt of your communication, I was glad to initiate a careful 
inquiry into this matter for you. I now find that the Department of the Army 
has a military need for at least one year-round port complete for military cargo, 
and that the port of Whittier is such a port. Subject to this requirement, Army 
controlled cargo is routed as a primary consideration through whatever port 
provides the most economical transportation of this cargo to its destination. 
The Department of the Army at the present time ships through Anchorage, all 
Army support cargo possible within the seasonal limitations and physical facili- 
ties available to the Army at that port. I am further informed that current 
inilitary tonnages being handled at Anchorage, equal or exceed tonnages handled 
in previous seasons. Military support cargo not shipped otherwise is handled 
through the Army installation which comprises the port of Whittier. There is 
no commercial stevedoring facility or industry at the port of Whittier as it is a 
completely military installation. 

I wish to thank you for bringing this matter to my personal attention. I trust 
the information which I have been able to provide on this subject will be of 
assistance to you in making an appropriate reply to Mr. A. A. Owen, Jr. 

With kindest personal regards, I am, 

Very sincerely, 
MILES REBER, 
Major General, General Staff, Chief of Legislative Liaison, 
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SEPTEMBER 29, 1953. 
Subject: Use of Military Personnel, Port of Whittier, Alaska. 
Mr. H. StruvE HENSEL, 
General Counsel, Office of the Secretary of Defense, 
Pentagon Building, Washington, D. C. 

DeaR Str: On September 1, the International Longshoremen’s Association, 
local 88-171, sent a wire to the Secretary of Defense protesting the use of military 
personnel to discharge ships’ cargo at the port of Whittier (copy attached). 
Subsequent thereto, I have discussed this problem with Mr. Kenneth L. Vere, 
\dvisor for Transportation Planning, Office of the Secretary of Defense, and 
vas advised that the problem was being handled by Mr. John Fanning, Office 
of the Assistant Secretary for Manpower. On Friday, September 18, I met with 
Mr. Fanning and Mr. Samuel Silver, of Mr. Fanning’s office, Mr. Alexander Corey, 
Transportation Corps of the Army, Lt. Charles Lugenbuhl, and Lt. Col. Norman 
Herr, of the Office of the Judge Advocate General. ‘The arguments presented for 
the continued use of GI labor seemed to evolve as the meeting progressed. They 
re as follows: 

1. The fact that since there was no established stevedoring service at Whittier, 
there would be no interest on the part of private contractors to service this port. 
(Answer: It is my considered opinion there would be considerable interest and 
lesire on the part of stevedoring companies now in Alaska to service the port of 
Whittier. 

2. That the cost of stevedoring service at the port of Whittier would be ex- 
cessive due to the fact that the men would have to be transported from Anchorage, 
64 miles away, which is 2 hours by train. Answer: This determination can only 
be made after bids on this service have been received and compared with the 

ue military costs for the same operation (which have been unrealistically 
reported by the Army Transportation Corps to be $20 per ton). 

3. It was stated the housing facilities are not available at Whittier. Answer: 
The Army has recently completed a building with complete facilities to house 
in excess of 1,000 men (which I personally saw on a recent trip to Whittier) in 
addition to which it is possible to house men for this purpose in sleeping cars 
which are made available by the Alaskan Railroad. On Friday, June 19, 1953, 
the Chicago Daily Tribune, reporting on the Whittier fire, carried the following 
news story with respect to housing facilities at the site of the fire: 

“Whittier’s newest building is a nearly completed $6 million bachelor quarters 
for military personnel that has been described as a ‘city under one roof.’ This 
building was apparently not damaged. The Corps of Engineers has said it is 
regarded as the largest and most complete military housing structure ever erected 
by the Army engineers. Scheduled for completion this summer, it was designed to 
house 1,200 men. It embraces living quarters, recreational facilities—which in- 
clude a 350-seat theater and 4 bowling alleys, a hospital, a library and shops. 

1. The newest argument (one which had not been presented before) was the 
statement that it was necessary to service the port with military personenl in 
order to train them for cold-weather handling of cargo. Answer: There are no 
heaches in or contiguous to the port of Whittier on which to practice the handling 
of cargo from landing craft or other vessels to simulate combat conditions. 
Furthermore, there is nothing unique about the handling of cargo in any weather 
when you are discharging from a ship on to a covered dock. This would hardly 
justify the use of military personnel for the 7 temperate months 

It is an established fact that can be verified by the ships’ logs of MSTS that 
the time for unloading at Whittier is more than twice the time required to unload 
at Seward or Anchorage. Two ships unloaded at Anchorage during the month 
of July averaged less than 5 days each for unloading and loading as compared 
to the same ships with the same amount of cargo requiring 12 to 15 days at 
Whittier. 

Since the cost per ship is figured at $2,000 per day, you can readily see the 
unnecessary costs to MSTS and private shipping lines br usign military personnel. 

The port of Whittier has been the subject of discussions before the House 
Appropriations Subcommittee who, in their concludign recommendations, have 
gone much further than the subject complaint, as follows: 

In the 88d Congress, Mr. Scrivner, of the House Committee on Appropriations 
act, reported the following on the Department of Defense appropriation bill, 
1954, page 23, paragraph 3: 

“Tn connection with the plans for the rebuilding of Port Whittier, Alaska, after 
the recent disaster, the committee suggests that the Army give serious thought 
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to opening of that port to civilian traffic. The failure to open the port previously 
appears to have had little basis in commonsense economics.” 
The continued use of military personnel in the port of Whittier or any other 
Alaskan port capable of being serviced by civilian personnel, is not in the pu 
interest, nor is it in keeping with the enuciated policy of the administration ar 
the Secretary of Defense. 
Very truly yours, 


4 


DonaLp N. UrHus. 


ANCHORAGE, ALASKA, September 25, 1953 
Hon. CHARLES E. WILSON, 
Secretary of Defense, Washington, D. C. 

My Dear Mr. Secretary: Continued use of soldier stevedores at Whittier, and 
to a lesser degree at Anchorage, in the face of growing civilian unemployment 
due to decreasing construction and a general business decline, brings into shar; 
focus our earlier protest (wire of August 21, 1953) against using soldier steve 
dores at Whittier and Anchorage. 

Sincerely yours, 
A. A. OWEN, JF., 
Agent, International Longshoremen’s Association. 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE ASSISTANT SECRETARY, 
Washington 25, D. C., September 21, 1953 
Mr. A. A. OWEN, Jr., 

Avent, International Lonashoremen’s Association, Local 38—171, 

Anchorage, Alaska, 

Dear Mr. Owen: This is with further reference to your telegram of August 
1953, addressed to the Secretary of the Army, regarding the use of troop 


labor at the port of Whittier in Alaska. The matter has been referred to this 
oftice for reply. 


» 
o 


The Department of the Army has always endeavored to utilize commercial 
stevedoring facilities to the fullest extent possible. In addition, 
trolled cargo is routed as a primary consideration through that port which 
provides the most economical transportation to its destination. I have beer 
udvised that, quite in keeping with our general policy, the Army presently 
ships through the port of Anchorage all support cargo possible within the sea 
sonable limitations and physical facilities available to the Army at that port. 
It has been reported to me that current military tonnages at this port equal or 
exceed that of the previous seasons, 

I am certain that you realize the military necessity for at least one year 
round port in Alaska capable of discharging adequate military cargo. 
of Whittier fulfills that requirement. Military cargo which is not shipped 
otherwise, because of seasonal limitations or other factors, is handled through 
the Army installation which comprises the port of Whittier. As there are 1 
commercial stevedoring facilities available at this port, military personnel mus 
be utilized. 

Very truly yours, 


Army-con 


The port 


NorMAN P. Herr, 
Lieutenant Colonel, JAGC, Labor Adviser 


Avaust 31, 1958. 
Hon. Cartes FE. WILSON, 
Secretary of Defense, Washington, D. C.: 


Longshoremen at Anchorage, Alaska, being forced to leave Alaska daily for 
lack of employment while troop labor at port of Whittier handles cargo fro 
ships in competition with civilian labor and management. 


We vigorously pro 
test 


competition of troop labor with civilians ready and willing to do the 
work. Use of evilian operations at ports of Anchorage Seward and Valde 
supports civilian economy and because of greater efficiency saves taxpayers 

oney. We believe this competition contrary to national policy and respectfully 
request cargo handling at Whittier be turned over to private industry. 


A. A. OwEN, Jr., 


Agent, International Longshoremen Association, Local 38-171. 
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EXHIBIT 4 
Paciric AMERICAN STEAMSHIP ASSOCIATION 
San Francisco 11, Calif. 
PETITION 


The Pacific American Steamship Association, for and on behalf of its member 
ompany, the Coastwise Line does hereby petition the British Columbia Pilots’ 
Committee and the Vancouver Chamber of Shipping to recommend through 
he Minister of Transport as Pilotage Authority for the Pilotage District of 
British Columbia, to the Governor General in Council that bylaw 3 of the 
Pilotage District of British Columbia be amended effective May 2, 1949, to 
read as follows: 

‘8 No vessel shall be compelled to accept the services of a pilot and the 
payment of pilotage dues shall only be compulsory if a pilot has been engaged.” 


AUTHORITY 


Authority rests in the governor in council to make such amendment under sec- 
tion 316 of the Canada Shipping Act, 1934, which reads as follows: 

“216. The governor in council may, from time to time, make the payment 
if pilotage dues compulsory or not compulsory, within the limits of any pilotage 
district created by the governor in council under this part of this act.” 


BACKGROUND 


From 1928 to about 1937, the Admiral Line (American flag) served the 
Canada-United States commerce on the Pacific coast on a weekly basis between 
British Columbia ports and ports in Washington, Oregon, and California. No 
pilotage dues were paid by that line when pilots were not used. 

In 1937, the Coastwise Line was formed, and offered weekly service among 
ports in Washington, Oregon, and California, and occasionally, not regularly, 
calling at Ocean Falls and Powell River in British Columbia. No pilotage 
dues were paid in British Columbia ports where pilots were not used. 

In 1947, the Coastwise Line offered additional encouragement to the develop- 
ment of Canada-United States trade by instituting regular calls at Ocean Falls 
and other British Columbia ports. Again, when pilots were not used, no pilotage 
dues were paid. 

In 1948, the Coastwise Line linked the Territory of Alaska with British 
Columbia and United States ports on the Pacific in Washington, Oregon, and 
California, thus providing the only integrated general cargo service linking these 
three great trading territories. 

During all of this developmental period, the Coastwise Line vessels were 
not piloted in certain British Columbia ports because the masters of their 
vessels were fully qualified with long experience to pilot vessels in those 
waters. 

During all of this period, to and including May 1, 1949, the payment of 
pilotage dues was not compulsory under the British Columbia Pilotage District 
Bylaws unless a pilot was actually employed. 


PAYMENT OF PILOTAGE DUES MADE COMPULSORY MAY 2, 1949 


On May 2, 1949, His Excellency, the Governor General (of Canada) in Council 
inder P. C. 1618 (SOR/49—-137), on recommendation of the Minister of Trans 
port, and after “consultation by the Minister of Transport with the British 
Columbia Pilots’ Committee and the Vancouver Chamber of Shipping”, con 
firmed amendment of bylaw 3 of the British Columbia Pilotage District to read 
follows : 

“3. (a) No vessel shall be compelled to accept the services of a pilot within 
the said Pilotage District, but the payment of pilotage dues shall be comvulsory 
or all vessels over 250 tons net register, except in the case of ships exempted 
from such payment under the provisions of the Canada Shipping Act, 1954. 

“(b) Notwithstanding anything herein contained, no ships shall be exempted 
on any ground whatever from liability to pay pilotage dues if such vessels volun 
tarily takes on board a pilot to pilot the vessel.” 
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When this mater was in initial discussion in Vancouver, the proposed new 
bylaws as originally agreed to by the Vancouver Chamber of Shipping, and as 
transmitted to the Minister of Transport by the Vancouver Chamber in its letter 
of December 18, 1948, to the Minister, read as follows: 

“3. No vessel shall be compelled to accept the services of a pilot within the 
said Pilotage District, but the payment of pilotage dues shall be compulsory f 
all vessels over 250 registered tons, calling at any recognized port within this 
district, except in case of the ships under the provisions of the Canada Shipping 
Act, section 338 and amendments thereto. Coastwise ships regularly trading from 
Puget Sound to Alaska and all Ferry Services to and from Canadian ports and 
any vessel using ports as ports of refuge or shelter are also exempted.” 
[Italics added. | 

As is evident from the italics in the above language, the Vancouver Chamber 
desired to afford to United States flag vesels trading British Columbia to 
l‘uget Sound the same privileges that are afforded to Canadian-flag vessels in the 
same trade. 

Further evidence of efforts within the Vancouver Chamber to protect the free 
com of trade between British Columbia and United States Pacific coast ports 
is found in the following excerpt from the minutes of the March 10, 1949 
meeting of the Vancouver Chamber : 

“Compulsory payment of pilotage dues: Captain Barry reported for the com 
mittee that following instructions of the Chamber, they had written to the 
Deputy Minister of Transport, protesting against the inclusion of vessels passing 
through British Columbia waters * * * being brought under compulsory pay- 
ment of pilotage. * * * 

“Mr. Tingley raised the question of their coastwise vessels trading between 
San Francisco and British Columbia ports. It was suggested that he take the 
matter up direct with the superintendent of pilots and if not satisfied with the 
reply to refer the matter to the Chamber.” 

It is not known that further effort was made to determine coastwise vessels 
trading between British Columbia ports and California would be exempted, 
either under the new bylaws or any “instructions to the pilots”, as mentioned in 
the minutes. Nor is it known what the proposed instructions to the pilots were 
to be 

In a letter dated December 18, 1948, to the Minister of Transport, the Van 
couver Chamber inquired about exempting coastwise vessels of the American 
flag. 

The reply to the Vancouver Chamber from Mr. J. C. Lessard, Deputy Minister 
of Transport, Ottawa, dated December 29, 1948, read as follows: 

“* * * | acknowledge with thanks receipt of your letter of the 18th in- 
stant, ° °° 

“A draft of the proposed amendments to the bylaws of the British Columbia 
Pilotage District are enclosed for your perusal and it will be appreciated if you 
will advise the Department if the proposed amendments meet with the approval 
of the Vancouver Chamber of Shipping. 

“With reference to the compulsory payment of pilotage, it is proposed to 
include the following bylaws in the bylaws of the District: 

“(See bylaw No. 3 as now in force.) 

“You will appreciate that the exemptions provided for under section 338 are 
limitative and, therefore, that while it is open to the pilotage authority of a 
pilotage district, under section 338 of the act to withdraw certain of the said 
exemptions, the exemptions may not be extended. 

“In the circumstances, it would appear that there would be no authority under 
the statute to provide for ships of foreign registry to be erempt from the payment 
of compulsory pilotage dues. 

* + * * * t 


“In order that the amendments by order in Council may not be unduly delayed, 
it will be appreciated if you will advise the Department of your acquiescence 
with the enclosed draft of proposed amendments at your earliest convenience.” 
| Italics added. ] 

Mr. Lessard’s comments as to the apparent lack of authority under the statute 
to exempt “ships of foreign registry” goes to section 338, the language of which 
would appear to limit any exempting authority as such, to the framework of 
that section. He was not commenting, apparently, on section 316, 

In view of the authority of the Governor in Council under section 316, and in 
view of the original intent expressed by the Chamber to protect the freedom of 
trade between the areas involved, it is respectfully requested that consideration 
be given to recommending the change as indicated on page 1 of this petition 
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TREATIES OF FRIENDSHIP, COMMERCE, AND NAVIGATION 


While no treaty of friendship, commerce, and navigation exists between Canada 
and the United States, the spirit of freedom of intercourse between the nations 
that has existed, and the minimum of tariff restrictions, clearly establishes a 
relationship of amity justifying at least tacit conformance with the standard 
provisions of such treaties. ce 

The spirit of such treaties, of course, is one designed to further friendly and 
active trade between the nations, to their mutual advantage, Such treaties 
presently are in force between the United States and some 30 countries of the 
world. 

“Vessels of either party shall have liberty, on equal terms with vessels of the 
other party and on equal terms with vessels of any third country, to come with 
their cargoes to all ports, places, and waters of such other party open to navi- 
gation. * * *” 

The known desire then, of Canadian shipping interests and of the Dominion 
of Canada, to provide equal treatment to its own vessels and those of other 
flags is added as a basis for this petition. 

Only by the Governor in Council exercising his authority under section 316 of 
the act can the discriminatory effect of section 338 (e) (v) be overcome. That 
portion of that section reads: 

338. The following ships shall, subject to the next following section, be exempt 
from the payment of pilotage dues: 
“(e) steamships registered in any part of His Majesty’s dominions 
“(v) employed in voyages between any port in the Province of British 
Columbia, and the port of San Francisco, or any port of the United 
States of America on the Pacific, north of San Francisco, and between 
any port in the Province of British Columbia and any port in Alaska.” 

Thus, while the act exempts British dominion ships in the Alaska-British 
Columbia-United States Pacific coast (San Francisco, northward) from pilotage, 
it does not afford the same exemption to vessels of the United States in the same 
trade. 

It is conceded that vessels of the Coastwise Line trade south of San Francisco 
to ports in the Los Angeles-Long Beach Harbor area. However, the basis for 
exemptions from pilotage is the presumed familiarity of masters with the waters, 
and any other basis is discriminatory and violative of the spirit of the friendship, 
commerce, and navigation pacts. This is particularly so in the case of Coastwise 
Line, whose masters are fully familiar with those waters, and use no pilots in the 
American waters. 

The petitioner is aware that there has been a denial of the fact that any dis- 
crimination is involved here for the reason that Canadian-flag vessels trading 
coastwise south of Puget Sound must pay pilotage dues in those United States 
ports south of Puget Sound. 

This argument does not appear to adequately deny a claim of discrimination. 
The Canadian Government excuses its own ships (and any Dominion ships) from 
pilotage if they trade Alaska, British Columbia, Puget Sound, Columbia River, 
San Francisco. In doing so, therefore, they discriminate in favor of their own 
ships and against ships foreign to the Canadian flag, because no ship of any 
foreign flag trading even in the limited trade between Puget Sound and Vancouver 
can be excused from paying pilotage dues in Vancouver. Thus, while the Cana- 
dian Government excuses its own ships in the over 2,000-mile range from Alaska 
to San Francisco, it will not excuse a single foreign-flag ship trading in the nar- 
row range of about 125 miles between Vancouver and Seattle. To state it another 
way, Canadian coastwise ships are exempted in some United States ports, but not 
a single United States coastwise vessel is exempted in any Canadian port. 

A second argument denying that discrimination exists is that, whereas under 
bylaw 8, no master of any flag is compelled to turn his vessel over to a pilot in a 
Canadian port, nevertheless, United States pilotage authorities will not permit 
certain vessels to enter certain United States ports unless they are navigated by 
a pilot. This argument does not appear to be valid as a denial of discrimination 
because, in the first place, it is irrelevant and does not bear upon the question at 
hand. Secondly, such an argument does not appear to be valid because Canadian- 
flag vessels offer coastwise service only as far south as Puget Sound. To the 
extent that the Canadian-flag ship does offer coastwise service between Canada 
and the United States, they are exempted from the payment of pilotage fees in 
the United States. This argument might have validity if a Canadian-flag line 
desired to develop a trade farther south to the Columbia River, or to California 
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ports. In that case, it might properly contend that the Oregon and California 
pilotage laws should be amended to excuse them—this on the fundamental 
ground that where the master is consistently in and undoubtedly knows the 
waters, he should not be required to turn his vessel over to a pilot or to pay a 
pilotage fee. 

EMPLOYMENT OF COASTWISE LINE VESSELS 


In recent discussions with individuals in Vancouver presumed to have been 
acquainted with the background of the changed bylaw No. 3, it was indicated by 
such persons that part of the reason for certain interests in British Columbia 
feeling that vessels of the Coastwise Line should employ pilots was the nature 
and size of the vessels employed (Liberties) and their lack of confidence that the 
vessels were not in fact employed offshore, thus destroying the assumption of 
familiarity of the masters with the waters involved. It was reported also by 
such individuals that logs of one of the vessels were examined by Canadian 
authorities in Victoria. 

In view of the lesser tonnage of a number of vessels operating pilotage— 
exempt between Puget Sound and British Columbia waters, it is understandable 
that doubts in this respect could arise, particularly in view of the fact that 
voyage reports are not rendered by the Coastwise Line to any authority of the 
Canadian Government. 

To assure the pilots’ committee and the Vancouver Chamber of Shipping that 
these vessels have been employed strictly in the coastwise trade in question, 
there is attached hereto a certified statement of the employment of the coastal 
trading vessels of the Coastwise Line since May 2, 1949. 

This petition is respectfully submitted with the assurances that this office 
is at the disposal of the pilots’ committee and the Vancouver Chamber of Ship- 
ping for the development of any further information which the addressees of 
this petition may require. 

Senator Porrer. Are there any questions? 

Senator Magnuson. I would like to ask Mr. Skinner one question, 
for the record. On page 6 your recommendation is to make it possible 
to purchase C1 MAV1 or R1 MAV1 type vessels. Has the company 
applied for purchase of that type of ship yet? 

Mr. Skrnner. We haven’t, Mr. Senator. We tried to get legislation 
through Congress, I believe, in 1950, for that purpose and failed. We 
would still like to go ahead. 

Senator Magnuson. If we could get that enabling legislation, then 
it is my understanding that the company would be interested because 
of the type of ship involved which would fit the peculiar Alaskan 
trade, that if it was under reasonable terms you would be vitally 
interested in trying to get those ships? 

Mr. Skinner. That is correct. 

Senator Magnuson. They are available. 

Mr. Sxrnner. There are 130 in the layup fleet. 

Senator Maenuson. One hundred thirty of them, and we have just 
never been able to break them loose. 

Senator Porrer. Thank you. We have two insertions for the rec- 
ord concerning the Alaska trade. One is from Glenn Carrington 
& Co., which will be made a part of the record. The other is from 
Grocery Supply, Inc.. which will also be made a part of the record. 

(The documents referred to are as follows:) 

GLENN CarRInaTon & Co., 
DISTRIBUTORS AND JOBBERS, 
Seattle 4, Wash., October 19, 1958. 
Senator CHARLES E. Porrer, 


Room 261, United States Court Building, Seventh and Mission Street, 
San Francisco, Calif. 
Dear Sir: In connection with the congressional investigation of the shipping 
situation to Alaska and Pacific coast ports, IT would like to give a few statements 
for the record as I will not be able to personally appear before your committee. 
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| have been actively engaged in merchandising in Alaska since 1915, and at 
present we have a branch warehouse and office at Fairbanks, Alaska; also a 
warehouse stock at Nome, Alaska, and a sales office at Anchorage, and do 
business in all parts of the Territory of Alaska. Our principal business is mining 
and construction machinery, trucks, and building materials. 

\{t the present time, in the rail belt of the interior of Alaska, I would estimate 
that 90 percent of the business is due directly or indirectly to the defense pro- 
gram, and with the high wages and high cost of doing business, it has made 
it nearly impossible for the gold miners to operate at a profit. 

I believe it is highly important that everything possible be done to assure 
efficient, continuous shipping to Alaska in the future, as in the past, where we 
have had approximately 70 days per vear of strikes with the exception of the 
war years, it has caused untold hardships. 

More efficient harbor facilities, to speed up shipments, should be considered, 
such as improvements to the docks at Seward, also at Whittier and Anchorage. 
During the construction days of the roalroad, shipments were made direct to 
Anchorage, unloaded on barges and towed ashore at high tide, and possibly 
great savings could be worked out in the cost of freight for Anchorage if port 
facilities were created at Anchorage so that ships could come in there direct, 
at least during the open season. 

As the Government has spent millions of dollars in creating the port of Whit- 
tier, which is a water-level route to Anchorage, I would suggest that at least a 
part of the commercial freight be routed through Whittier and this would greatly 
relieve the congestion at Seward. 

The statements supplied by the two major shipping companies to Alaska indi- 
cate that the profit they are making does not justify the service they are giving, 
especially on passengers, and if more of the Government freight and passengers 
could be routed over the commercial lines it would give them the additional 
revenue needed to give more frequent sailings. Any economies made in the 
shipping would reflect on the cost of the defense projects, resulting in a saving 
to the taxpayers. 

It is regrettable that Seattle, with one of the finest natural harbors in the 
world, does not have more intercoastal and offshore shipping, and every effort 
should be made to keep our merchant marine active. However, at the present 
time, our shipments from the east coast, California, and even the gulf ports, 
are mostly coming by rail. I believe it in the interest of national defense to 
have a strong merchant marine and hope that management and labor can im- 
prove this condition so that water shipments will be greatly increased in all 
of our coastal ports. 

I believe it would be to the best interest of both management and labor to 
enter into an agreement whereby shipping to Alaska will continue uninterrupted 
during any controversies, as Alaska is nearly a hundred percent dependent on 
water transportation. During some of these shipping strikes it was necessary 
to truck from Seattle to Fairbanks and Anchorage a distance of approximately 
3,000 miles, and the facilities of the airlines were taxed to capacity, with the 
people of Alaska paying for this extra cost even though they had nothing to 
do with the controversies. 

Alaska must develop industries to take the place of the defense spending 
when it levels off and this can only be done if the investors know that there will 
be efficient uninterrupted boat service. 

Yours very truly, 
GLENN CARRINGTON & Co., 
¥LENN CARRINGTON, President. 


FROCERY Suppry, INC., 
Anchorage, Alaska, October 16, 1958. 
Hon. CHar_es EB. POrrer, 
Interstate and Foreign Commerce Committee, 
United States Senate, United States Court Building, 
San Francisco, Calif. 

Dear SENATOR PoTTer: I had sincerely hoped to have been present in San 
Francisco to appear personally before your committee to express my views on the 
importance of water-transportation services to Alaska, as well as to offer a 
number of suggestions as to what should be done to improve existing services. 
Business pressures occurring during this particular time of the year, however, 
have prevented my leaving the Territory. Therefore, it would be most ap- 
preciated if you would accept this letter-statement for consideration and official 
introduction into the record. 
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Water-transporation lines linking Alaska with the United States are of vita! 
importance to the Territory’s future economic development, its defense, and, of 
course, the welfare of its citizens. One glance at a map of North America and 
that importance becomes dramatically obvious, much more so than any number 
of words can picture. Obvious, too, is the essentiality that every effort be 
expended by appropriate branches of Government, as well as private operators 
to stimulate further development of the shipping industry and continued 
provement in services. 

Owing to the seasonal factors peculiar to Alaska’s geographic position and 
economy, a greater number of vessels are needed to meet the Territory’s shipping 
requirements during the spring, summer, and fall seasons. Frequently, when 
demands for services are at their peak, operators lack a sufficient number of 
vessels to accommodate all traffic efficiently and with the greatest measure of 
speed. For that reason, operators should be permitted to charter on short 
notice vessels from the United States Maritime Commission at reasonable rates 
for limited periods of time. 

The Military Sea Transportation Service should be limited in the scope of its 
operation. At the present time this service is depriving private carriers of 
needed revenues, both in the movements of north- and south-bound cargoes. Evi 
dence at hand indicates that private operators could move this cargo not only 
as efficiently, but also at less cost, resulting in substantial savings to the 
American taxpayer. 

Frequent maritime tieups, owing to labor disputes, have had a crippling effect 
on the Territory’s economy. Legislative provision should be made requiring 
a 60- to 90-day cooling-off period before strikes or walkouts occur. Common 
anniversary dates of various maritime labor contracts also would be of help, 
but this, of course, could not be accomplished by Government direction. 

Facilities to permit efficient and fast transfer of cargo from ship to trucks 
on Government-owned docks should be installed at an early date. Such fa- 
cilities are not now available at the Government-owned dock at Seward, Alaska, 
to cite one example. Aboard ship, cool-room and/or cold-storage facilities should 
be enlarged, especially to permit the hanging of meat, insuring the arrival of 
a better, more salable product. 

My qualifications for submitting the preceding recommendations are as follows: 

Twenty years’ resident of the Territory. 

Coowner of a firm doing in excess of $5 million volume per year. 

Director and stockholder of Alaska Airlines and the Matanuska Valley Bank. 

Very truly yours, 
Keir M. Lesa. 

Senator Porrer. I wish to thank you for your courtesy. We will be 
in recess until 10 o’clock tomorrow morning. 

(Whereupon, at 5:05 p. m., the subcommittee recessed until 10 
a.m., Thursday, October 22, 1953.) 





MERCHANT MARINE STUDIES 


THURSDAY, OCTOBER 22, 1953 


UNIrTeD STATES SENATE, 
SPECIAL SUBCOMMITTEE ON MARITIME SUBSIDIES 
OF THE COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
San Francisco. Calaf. 

The subcommittee met, pursuant to call, in room 261, United States 
Courthouse, 7th and Mission Streets, at 10 a. m., Senator Charles E. 
Potter presiding. 

Present: Senators Potter, Butler, Magnuson, and Congressmen 
Allen and Shelley. 

Senator Porrer. The subcommittee will come to order. We have 
been requested by our friends of the press that people who plan on 
submitting statements or will be testifying today, if you have your 
prepared statements with you, if you would submit the statements to 
Mr. Dewey back here, he can distribute them to the press as soon as 
possible. 

They have certain deadlines that they have to meet, and many of 
them are covering several beats. It would be a courtesy to them if 
they could receive the statements as soon as possible. So, if you have 
statements with you, and you pla in on presenting them today, if you 
will turn them over to Mr. Dewey now, he will distribute them to ‘the 
ress, 

We have our good friend Congressman George Miller from across 
the bay. He has asked to be heard for a few minutes this morning. 
George, we are glad to have you here. 


STATEMENT OF HON. GEORGE P. MILLER, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Mirtier. Welcome to California, Senator. We are very happy to 
see you and Senator Butler out here. Of course, Senator Magnuson 
is part of the western family. 

Senator Porrer. He has been indoctrinated already. 

Mr. Mirier. Yes. I want to thank you for the privilege of testify- 
ing thismorning. I was out of the country until a week ago yesterday, 
when I got back to California. I was in Europe with the subcommittee 
of the Armed Services Committee, or I would have formally asked 
for this time. 

I want to address myself to two things. First, notice has come out 
of Washington that the Maritime Academy at Alameda is to be dis- 
continued, and apparently put into mothba!is. This is not a war baby. 
It was established before the war to serve the merchant marine on the 
Pacific coast, and during the war was used as a cadet training school 
and is now used to give refresher courses to people in the industry. 

873 
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If we are to maintain a strong merchant marine, and all of 
from the seaboard States realize the necessity for doing that, we must 
continually train the men who serve that industry. 

We have no fight with the establishments on the east coast. But 
in the interests of serving the Pacific coast, I feel this academy should 
be maintained here, even though it means, perhaps, curtailing some of 
the activities or consolidating certain of the activities on the eastern 
seaboard. 

There are only three of these institutions in the United States now, 
Two of them are located in New York and one here. We just can’t 
see the sense of closing this institution. Its budget is about $400,000 
ayear. It will cost about $100,000 a year to maintain—— 

Senator Porrer. Are they closing the schools in New York? 

Mr. Mitxer. No, they are not closing the schools at Sheepshead Bay 
and Kings Point. They are staying open. One is an academy for 
cadet training; the other does the same work as is done here. Those 
could be combined into one institution. 

The seamen on the Pacific coast should not be put to the expense 
of having to go to the east coast to get these refresher courses. Many 
of them go into this school to take the short courses that last, maybe, 
2 or 3 weeks. They go on the beach to do it. They are receiving no 
yay while they are taking these courses and preparing themselves to 
etter serve the merchant marine. 

I sincerely ask that your committee take a look at the closing of 
this academy, which I feel is quite critical to the Pacific coast ‘and 
to the shipping on the Pacific coast. 

Senator Magnuson. Congressman, I ae did some checking on this. 
I understand that the subcommittee of the House Appropriations 
Committee, who handles the program for the ensuing fiscal year, 
stated that the program should be maintained at the level it was for 
the previous year, and no more reductions were to be made. Then, 
the Senate Appropriations Committee went along and adopted that 
language. That is the language in both reports. “But, apparently, it 
hasn’t been construed right, because I remember the discussion in the 
Senate committee. 

The intention was, of course, to economize and consolidate where 
vou could, but not to close up one and then let the others go; in 
other words, keep the level on the east and west coast as best you 
could. So Congress has spoken on the matter. 

Mr. Mitter. I know that. There is a point of diminishing returns. 
You could economize by closing all of them and the momentum would 
carry it forward for another year, but where would you get officers 
to staff your ships? 

Think of the amount of money we spent in World War II, when 
every day over the radio broadcasts were coming that if you had a 
tickt in the merchant marine, and you wanted to go to sea, you could 
best serve your country by going back to sea, You telegraphed to 
Washington, and you were put on the payroll in a standby position 
until a ship was available for you, because we could build the ships, 
but we didn’t have the officers to man them. 

Senator Porrer. That is the only in-training program that the 
merchant marine has? 

Mr. Mitxer. That is right. 
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Senator Magnuson. It is voluntary. The unions participate in it. 
They sometimes send their own people. 

Senator Porrer. Somebody made the statement yesterday concern- 
ing the amount of money that is spent for apprentice training in 
other fields of endeavor. That has not been curtailed. 

Mr. MILueR. Senator, you and I know—you were a Member of the 
House—and I still know we vigorously and wholeheartedly support 
the George Barden Act and vocational training in schools, and this 
is just vocational schools for people of the sea. It is the same parallel 
as that. I think it is very shortsighted to close down this school at 
this time. 

Senator Macnuson. The loss of 1 ship would run that school for 
10 years. 

Mr. Mitier. Yes. It will cost one-quarter as much to put it in 
mothballs. 

Senator Porrer. Your arguments have convinced me. 

Senator Butter. I will make you feel a little better. There must be 
some threat to close some of the east-coast institutions, because I have 
been importuned up and down the east coast to do all I can to keep 
Sheepshead Bay and Kings Point open. Apparently the word is 
getting around that all the schools are to be closed. 

Mr. Mituer. We could make common cause, because I think the 
should be maintained on the east coast, and they should be maintained, 
for my belief, on the west coast. 

Senator Magnuson. Maybe we should have had Sinclair Weeks up 
here yesterday, rather than down at the Commonwealth Club. 

Mr. Miter. I know you have examined the full scope of the mer- 
chant-marine activities, but I would like to stress that I believe some 
thought should be given, and even a congressional directive, to cargo 
that is not military cargo, or strictly military in nature, pass over the 
facilities for handling cargo of the private docks, that commercial 
ships be used to handle that cargo, if we are to maintain our merchant 
marine on a high level. 

We are going to send a lot of cargo to Japan in part of the re- 
habilitation program. I can understand that, because I am on the 
Personnel Committee of the House Armed Services Committee, and 
I know of the effort of the Navy to maintain its own structure. Every 
time they put a new MSTS ship in commission, there is a new cap- 
tain’s job available for somebody. But if we are going to maintain a 
merchant marine on a high level, we have to turn this cargo over to 
them, not only the cargo, but the ancillary things that go to make the 
merchant marine, the docks. 

We can’t handle cargo at an Army depot any cheaper than at 
private terminals. Those terminals are important. They were im- 
portant in performing their services, towing services, the lift barges, 
all of those things that go to make an integrated merchant marine. 
They should be encouraged. 

I believe that cargo of a nonmilitary nature should use these facili- 
ties in order to keep the know-how among our people, and in order to 
preserve them for the future, because as soon as we can establish a 
durable peace, and we all hope for that, the merchant marine of this 
country is going to be invaluable and indispensable to it. We have to 
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look forward to stimulating it now. I believe that is one way it could 
be done. 

I know you have had this called to your attention before, but ] 
would just like to put myself on record with the committee. 

Senator Porrer. Your words are falling on sympathetic ears. 
‘Thank you kindly, Congressman Miller. 

Gentlemen, we have many witnesses scheduled for today. I wish 
to state again, as I stated yesterday, that I would appreciate it if you 
could confine your remarks to as short a period of time as possible. 

I wish we could take much longer with each one of you. We are here 
for just 3 days, and we want to cover as much territory as we can. [ 
think yesterd: ly we received some fine statements. I expect that we 
will today. We will today hear from, at least this morning, people 
in the shipping end, which I think is very important. 

Senator Magnuson. I wonder if we could have Mr. Carlander, of 
the port, first. He has a short statement, and it fits right into the 
\laskan committee. This is Mr. Carlander, who is a member of the 
Seattle Port Commission . 

Senator Porrrer. That is up north ? 

Senator Maenuson. Yes, just north of the border up here. 


STATEMENT OF CLARENCE L. CARLANDER, SUPERINTENDENT, 
PORT OF SEATTLE COMMISSION 


Mr. Cartanper. I am going to speak with notes, and with your 
permission, we would like to file a brief cont: Lining statistics, and so 
forth. 

Senator Porrrr. That is all right. 

(‘The material referred to was not received at the time the hearings 
were printed. ) 

Senator Magnuson. I might preface Mr. Carlander’s remarks by 
saying that the Seattle Port Commission is a public body, which elects 
three commissioners. They can bond the port district for improve- 
ments, and things of that kind. It has been in existence a long time. 

Senator Porrer. Is it city or State? 

Senator Magnuson. It is a subdivision of State government, like 
the school district. 

Mr. Cartanper. My name is Clarence L. Carlander. I am vice pres- 
ident of the Seattle Port Commission, a municipal corporation em- 
bracing the area of King County, Wash., including all of the Seattle 
Harbor. 

We have approximately $30 million in taxpayers’ money invested in 
various waterfront and other facilities. The Port of Seattle Com- 
mission is elected, and responsible directly to the people. Our mis- 
sion is to build adequate terminal facilities for Seattle’s waterfront 
commerce, and also to promote trade through the Seattle and Puget 
Sound gateway. 

I also have authority to represent the ports of Tacoma and Ana- 
cortes, and am a trustee of the Seattle Traflic Association. 

A healthy, virile, and progressive American merchant marine is : 
vital necessity for us to sell our products in the world and domestic 
markets. These consist of lumber, plywood, woodpulp, paper, salmon 
and other fish, both fresh and canned, canned fruit and vegetables, 
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apples, grain, and other products from the State of Washington. 
These produc ts need cheap water transportation, without which many 
markets would be lost to the State of Washington. 

The previous witnesses have covered thoroughly their respective 
trade routes, and we give them all our wholehearted support ; however, 
I would lke to point out the importance of these services to the 
Seattle and the Puget Sound area. 

Before World War II, several of the Seattle piers were used ex 
clusively for Pacific coastwise traflic, and now none are used exclu- 
sively for coastwise trade. One water terminal is still used exclu 
sively for the Hawaiian trade. Seven piers were used almost entirely 
for intercoastal service, and now only one pier is used exclusively, and 
three partially, for intercoastal ships. 

Senator Magnuson. The thought occurred to me, when we were 
discussing the Panama locks, that we have the second largest set of 
locks in Seattle and there is nocharge. That is discrimination. 

Mr. Cartanver. About 1,000 fishing boats use it every year, and 
then there is private moorage around there. 

Offshore use of our piers has also diminished; however, our Army 
port of embarkation and Navy supply base have somewhat filled this 
gap. Our largest trade is with Alaska and we want to emphasize its 
importance. Our largest port of Seattle facility, pier 42, with a re 
placement value of $6 million, and which is one of the finest anywhere, 
is used exclusively by the Alaska Steamship Co. 

Three other large terminals, Ames, pier 50 and pier 51, are also used 
exclusively in the handling of freight to and from Alaska. 

In addition, Spokane and Hanford Street terminals are leased 
Salmon Terminals, Inc., for storing and shipping Alaska canned 
salmon via the Seattle gateway. Seattle, of course, is the closest port 
to Alaska, and also to the Orient. 

Something over 3 million cases of salmon is handled annually by 
the Salmon Terminals. There are also other Seattle docks and ware 
houses that handle this commodity. We also operate a fish-freezing 
and cold-storage facility, mainiy for Alaska salmon, halibut, and 
other fish. We have at Salmon Bay a fresh-water harbor, which 
is inside the Ballard locks, and is part of Seattle’s fresh-water har- 
bor, the finest fishing-fleet terminal in the world, for the Puget Sound 
and Alaska fishing vessels. 

These locks, which connect Puget Sound with the fresh-water har- 
bors of Lake Union and Lake Washington, are the largest in the 
North American Continent, exclusive of the Panama Canal, and no 
toll is charged for passage through these locks. 

Approximately 1 million tons is handled over the Seattle locks in 
the Seattle trade, and hence, a healthy American merchant marin 
serving Alaska is vital to the economy of the Puget Sound area. 

I am also president of the Puget Sound Freight Lines, operating 
a fleet of inland freight vessels between Puget Sound ports and be 
tween Puget Sound ports and Canadian ports. Among other things, 
we act as a collecting carrier in the Alaska trade, carrying cargo 
between Seattle and Tacoma destined for or originating in Alaska 
under joint tariffs with the Alaska Steamship Co. and the Coastwise 
Line and the Alaska Railroad. 

The Puget Sound Freight Line operation has been mechanized for 
many years, using cargo boards, lift trucks, and we have freight ele- 
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vators built into the vessels. We have various types of pallets and 
cargo boards to handle different types of cargoes. We have over 
15,000 cargo boards of various types to handle various types of freight. 

A fleet of about 100 lift trucks carry the freight on the cargo board 
from the dock onto the ship’s elevator, which is used to compensate 
for the difference in tidal range on Puget Sound, and then the freight 
is stowed in the ship’s hold on the cargo board. 

There is a reverse operation in discharging and at no time are the 
packages of freight individually handled. 

We also own a fleet of autotrucks and have our own terminals at 
various Puget Sound ports. We have an integrated service from 
shipper to consignee. Cargo boards loaded at the shipper’s plant 
are delivered to the consignee’s warehouse still loaded with the pack 
aged freight. We thereby are able to compete very successfully with 
auto trucks and other methods of tr: ansportation. 

We are working with the Alaska lines in their unitization program, 
picking up unitized loads from the consignee and delivering them 
to their docks where they handle the untized load intact to Alaska. 

This method of handling, we believe, is the salvation of the con- 
tinuation of an eflicient waterborne service, since the largest expense 
in the steamship business is the terminal costs of loading and unload- 
ing the vessel. The unitization program not only saves a great deal 
. labor cost, but also speeds up the operation and saves a great deal 

f ship’s time. 

“Tf the Alaska lines are given the right to purchase the ships that 
they desire at a price consistent with sales made in other trades, and 
with the development of their unitization program for handling cargo, 
we are sure they can reduce costs and give Alaska service at reason 
able rates at no cost to the Government. 

The Territory will then be able to develop its industrial potential 
and have more year-round cargo and also more year-round employ- 
ment for the people of Alaska. 

The Port of Seattle Commission will continue to furnish adequate 
facilities at Seattle, but as Mr. Skinner, of the Alaska Steamship Line, 
pointed out, some assistance should be given to the Alaskan ports so 
they can have the right kind of facilities for the new, safe, quick, and 
cheap methods of cargo handling. 

Competition from Canadian ships operating from Vancouver, Brit- 
ish Columbia, to Alaska has not been mentioned. Many people buy 
a ticket from Seattle to Vancouver on an American ship, and then buy 
a ticket from Vancouver to Alaska on a Canadian ship. 

Senator Porrer. Is it cheaper service ? 

Mr. Cartanper. It is about the same rate, I believe. 

Senator Maenuson. There, again, I am going to say to the commit- 
tee, is an example of what we run into. The rates are about the same. 
The accommodations, I would say, are a little better. I think Ned 
would agree with that. 

But here is the Canadian Pacific, which is 40 percent Government- 
owned, by the Canadian Government, subsidized completely, and her 
ships really lost money. 

Mr. CarLanper. Yes. 

Senator Magnuson. We have to deal with all these problems. 

Senator Butter. And we have ships laid up that we could use. 
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Mr. CarLanper. I thought I would bring that out. 

Chere is also a movement of cargo from Canada to Alaska. This 
trade is not only lost to our American ships, but to our American 
merchants. The Puget Sound Freight Lines, with its palletized opera- 
tion, competes suce essfully with Canadian ships paying smaller wages. 
The modernization of the Alaskan fleet in vessels and cargo handling, 
will likewise not only bring cargo to the ships, but trade to our mer- 
chants. Hence, we hope that Mr. Skinner’s request will be granted, so 
as to attain this end. 

I can give you an example of that. All of the newsprint that is 
consumed in the Seattle area, about 5,000 tons a month, we bring down 
from Canada, while the newsprint that goes to California from Pile 
River and Elk Falls is moved exclusively in Swedish ships and Nor- 
wegian ships. Mr. Parkinson stated that if they can coordinate some 
of their service, they can get some of that business. 

Senator Porrrer. Have you ever had Canadian ships going from an 
American port to an American port ¢ 

Mr. Cartanper. It is not possible. 

Senator Maenuson. We do. 

Senator Porrer. We have on the Great Lakes at times. 

Senator Magnuson. You and I have the same problem. We had to 
pass a bill on that when we were short of ships on the Great Lakes. 

Mr. Cartanper. We have a little advantage because we coordinate 
our business between the ports. In addition to that, we are palletized, 
and we compete successfully with the Canadian ships. That is one of 
the things we have to do in the Alaska trade. 

Senator Porrer. What percentage of your cargo is carried in Amer- 
ican bottoms 

Mr. CarLanper. You mean, in ours 

Senator Porrrr. That leaves the port of Seattle? 

Mr. Cartanper. I really do not have those figures. I can supply 
them. Offshore, when you are talking about the Orient, of course, 
all the new ships are foreign ships, and we have the same old ones. 

Senator Macnuson. We are dropping way under. 

Mr. Cartanper. We are dropping down because every day there is 
some new ship being greeted there at the port of Seattle on her maiden 
voyage. They are fine ships. They have accommodations for about 
12 passengers. They are 18- or 20-knot ships. They are really tough 
competition, I believe, for our American ships. 

Senator Magnuson. We have a lot of Scandinavian ships that find 
their way, for some reason, up Puget Sound. 

Mr. Cartanver. That is about all I have to say. 

Senator Magnuson. Do you agree with me that the real thing that 
is bothering us up there is the rapid and large decline of intercoastal 
and coastwise shipping ? 

Mr. Cartanper. That is bad. 

Senator Magnuson. It is getting worse and worse. 

Mr. CarLanper. For instance, the American-Hawaiian for many 
years used 2 of our piers, and then after the war they cut it down to 
l. Now, they are not using any, of course. Luckenbach has one of the 
Seattle piers. That is the only line that has a pier where it is used 
exclusively for intercoastal cargo. Waterman lands at a pier where 
other cargo is being handled; Pope and Talbot the same way. 
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Senator Magnuson. We want to state here, too, that we are neutral] 
on the St. Lawrence seaway. 

Mr. Car.tanper. That is right. 

Senator Burter. There is no neutrality with me. 

Senator Porrer. Nor me, either. 

Mr. Suetiey. May I ask a question at this point ? 

Senator Porrer. Yes. 

Mr. Suetiey. Practically everybody deplores the disappearance of 
the coastwise and intercoastal trade. I would like to ask what your 
opinion is as to the reasons for the decline of the coastwise and inter- 
coastal trade? 

Mr. Car.anper. I think terminal costs are the prime factor. It so 
happens that I have been 34 years on the waterfront; the first 15 of 
that was with offshore ships, coastal and coastwise ships. ‘The termi 
nal cost now is about four times what it was. We have made many 
improvements in the propulsion of the ships, and so forth, and ef- 
ficiency in navigation. So I don’t think that has gone up near that 
much. But the high terminal cost is really what has killed the coast: 
wise trade. It has just about killed the intercoastal trade. 

The Alaska trade, of course, is trying this unitization, which will 
cut down the terminal costs. As to the railroads, the shippers, you 
know, load and unload the cars. There is no terminal costs as far 
as the railroads are concerned on carload traffic. That is where the 
big cost has been, the terminal cost. 

Senator Porrer. Has trucking made quite an impact on coastal 
shipping, too? 

Mr. Carvanper. I think so. As far as Seattle is concerned, there 
is more coastwise cargo coming into Seattle than there ever was. It 
is not coming in through the ports. It is coming by the autotruck 
lines. There are about two of them that do $10 million gross a year. 
There is one that does $26 million, but that is their whole system. 

Senator Porrer. Do you have any coastwise shipping on these roll- 
on ships ? 

Mr. Cartanper. No. We have a freight-ferry operation between 
Seattle and Port Angeles and Port Townsend where they use ferry 
ships and these trailers. They load the cargo on these trailers. It 
goes on fast. Ours is a palletized operation with a lift truck. We are 
more flexible and go to many more docks which we could not do with 
the other type. We integrate that with our trucks. 

We can load a truck almost as quickly as you are talking about it 
by giving palletized loads. 

Senator Porrer. What do you mean by “palletized” ? 

Mr. Carnanper. It is all on cargo boards. Every time we pick up 
a piece of cargo, it is 3 tons. You can load 20 tons on a truck almost 
as quickly as you are talking about it. 

There has been a big development, actually, in the trucking industry 
as to not only the efficiency of the road operation, but in their terminal 
operation, and the maritime industry has not kept pace. 

Senator Porrer. Are there any questions! I wish to thank you 
kindly for your statement. 

Mr. CarLtanper. We will submit our statement. I just made some 
brief notes yesterday. We wanted to listen, first, before we presented 
our statement. 
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(The material referred to was not received at the time the hearings 
were printed. ) 

Senator Porrer. Our next witness is Mr. James A. Sullivan, traffic 
manager of the California Hardware Co., Los Angeles, Calif. Mr. 
Sullivan, we are pleased to have you with us and to have you give us 
your statement from down Los Angeles way. 


STATEMENT OF JAMES A. SULLIVAN, TRAFFIC MANAGER, 
CALIFORNIA HARDWARE CO., LOS ANGELES, CALIF. 


Mr. Sutiivan. Thank you, Senator Potter. 

My name is James A. Sullivan. I am traffic manager of the Cali- 
fornia Hardware Co., Los Angeles, and have held that position for 
approximately 6 years. Prior to that time, I was actively engaged 

in the steams ship business, primarily in the offshore trade, from 1925 
until 1947, with the exception of the 4 war years of World War II, 
during which time I was on active duty with the United States Navy, 
assigned to port director duties in the Naval Transportation Service. 

In appearing before you today, I am doing so at the suggestion of 
the Chamber of Commerce of the United States, and on the request of 
the Los Angeles Chamber of Commerce, of whose maritime commit 
tee I am chairman, and of the Los Angeles Traffic Managers’ Con- 
ference, of which I am president. With the two organizations first 
named, you are no doubt familiar. The last named is a professional 
organization comprised of the traflic managers of some 150 of the 
leading industrial firms in the Los Angeles metropolitan area, dedi- 
cated to the fostering of sound, economical, and adequate transpor- 
tation policies and practices in the public interest. 

The California Hardware Co. is a wholesaler and jobber of general 
and heavy hardware, carrying in its regular stock some 75,000 sepa 
rate items, the bulk of which are produced or manufactured in the 
New England, Middle Atlantic, and Midwestern States. The distri- 
bution of these items is confined mainly to southern California and 
Arizona, and my personal views in the matters being considered by 
this subcommittee are, therefore, based principally on our experience 
as a receiver of intercoastal cargo. 

However, speaking generally, and with a view to the broad overall 
community interest, the phenomenal growth of California in general, 
and of the Los Angeles metropolitan area in particular, both as to 
population and as to industry, has been the subject of nationwide com- 
ment. Whereas in 1939, Los Angeles had a population of 2,869,100 in 
the metropolitan area, tod: ay the population in the Los Angeles Basin 
is reliably estimated at 4,860,000. In 1939, there were some 5,727 
manufacturing establishments in the area, having a total value added 
by manufacturers, of $520,781,000, whereas in 1! 147, on latest date on 
which factual data is available, there were a total of 9,771 manufac 
turing establishments, having a value added by manufactures of 
$2,052,671,000. Since 1947, manufacturing and industry, generally, 
has further expanded in southern (¢ ‘alifornia, but statistics cover ing 
this additional growth are not immediately available. 

Imports through the Los Angeles customs in 1939 were valued at 
$73,289,245, while in 1952 a total of $234,327,082 in foreign goods was 
entered through the customshouse. Valuation of dry-cargo exports 


86174—54—pt. 2——14 





8S2 MERCHANT MARINE STUDIES 


during these same two periods was $96,065,795 in 1939, as opposed to 
$244,784,734 during 1952. 

Even taking into consideration the depreciated value of currency 
exchange in the 14-year period intervening between the years quoted, 
it can be readily appreciated that the foreign commerce flowing 
through Los Angeles-Long Beach harbors has greatly increased in 
volume. The interest of southern California in the maintenance and 
sound operation of a modern, competitive and adequate United States 
flag merchant marine is, therefore, one of immediate and grave con- 
cern to all phases of business in the Los Angeles area. 

A steady and healthy growth of foreign trade is anticipated. The 
markets of the Orient, hampered though they may have been in recent 
years by the restric tions and aftermaths of war, and by the inroads of 
communism, are a “natural” for the Pacific slope. Given efficient and 
economical ocean transportation, reflecting in rates the advantages of 
proximity to these oriental markets, Los Angeles and the Pacific coast, 
as a whole, should, in a few short years, vastly increase the tonnage 
now moving transpacific. It is only nt tur al to assume that the Pacific 
coast, being some 5,000 miles closer to the Orient than is the North 
Atlantic seaboard, and not being confronted with the necessity of 
Panama Canal tolls on its shipping service operating transpacific, 
should enjoy a preferential differential in rates. This, coupled with 
the constant expansion of Pacific coast industry, should, in a compara- 
tively short span of years, produce a volume of traffic in this direction 
hitherto given only, at best, secondary consideration by those con- 
cerned with the defining of essential trade routes. 

It is not only in transpacifie trade that the Pacific coast has demon- 
strated its growth. Despite the fact that restrictions on monetary 
exchange, and unsettled political conditions have hampered trade with 
the United Kingdom and Europe since World War ITI, one lien oper- 
ating in this service with which I am personally familiar has increased 
its inbound tonnage to Los Angeles by some 350 percent or more over 
the movement prevalent in prewar years. And, although the trade 
route between the Pacific coast and the United Kingdom and Conti- 
nent is considered essential—I think that is route No. 26B—the mem- 
bership of the Pacific Coast European Conference includes only 
United States flag lines out of a membership of 22. In actuality, only 

United States fiag lines operate any kind of a regular service in 
this route, and sailings advertised represent less than 10 percent. of 
the available bottoms. A check of advertised departures from Los 
Angeles to the United Kindom, Europe, and the Mediterranean dur- 
ing the second half of October, and the entire month of November of 

53, lists a total of 27 scheduled sailings to these ranges, of which 
an 2 are United Sts ae flag vessels. 

Senator Porrer. Are most of them United Kingdom vessels? 

Mr. Sutrivan. I have a list of those. There are 10 British vessels, 
5 Norwegian, 3 Swedish, 3 French, 1 Dutch, 1 Italian, 2 Danish, and 
2 United States-flag ships. One of those United States-flag ships is 
going to the Mediterranean, and the other to the Hamburg-Bordeaux 
range. 

While it is possible, and perhaps even probable that the service pro 
vided by all of the lines serving this trade route is adequate to the needs 
of importers and exporters engaged in trade with the Old World, it 
would most certainly appear that United States flag vessels would be 
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preferred by those so engaged. A good portion of the goods exported 

s financed to some extent by United States governmental subsidies. 

United Kingdom and continental exporters are, in their turn, anx- 
ious to build up their dollar reserves. With these two factors in mind, 
it would appear only logical that buyers and sellers in the United 
States could well favor and support a greater percentage of United 
States flag vessels in this trade than is now the case. 

At the outset, it was stated that my primary concern is with the 
intercoastal service. It is regrettable, but nevertheless a fact, that 
service provided by the sever ‘al intercoastal lines has not ke “pt pace 
with the industrial and population growth of the Pacific coast. That 
this is true is attribut: ible to a variety of reasons, all or any of which 
are very cogent. 

Prior to World War II, the intercoastal service handled in excess of 
7 million short tons of cargo annually through Los Angeles-Long 
Beach harbor. 

However, I think I had a little feeling of local pride there. That 
should be the “Pacific-coast ports.” 

For the 3-year period 1937 through 1939, the actual tonnage han- 
dled intercoastally averaged 7,699,310 short tons, according to United 
States Maritime Commission Annual Re sport No. 295. 

Mr. Sueviry. I want to enter a protest against Los Angeles extend- 
ing its city limits that far. 

Mr. Sutiivan. Congressman Shelley, I understand that it extends to 
the southernmost reaches of Alaska. 

Mr. Suetiey. Out to Pusan. 

Mr. Sutuivan. ‘That is off the record, I take it. 

The actual report gave tonnage in long tons, but to create a uni- 
formity with the present manner of ICC reporting, tonnages have 
been converted to short tons. 

However, for the 3-year period 1948 through 1950, the actual inter- 
coastal tonnage handled through Los Angeles-Long Beach harbor 
dropped to an average of 4,209,502 short tons, according to Annual 
Report No. Q650 of the Interstate Commerce Commission. Having 
in mind that the area population very nearly doubled during the 
period elapsed between the first and last of these reports, and that the 
same is true of the industrial expansion in the area, it causes one to 
wonder why the tonnage handled intercoastally should have fallen off 
very nearly 50 percent during this same lapse of time. 

A recent survey undertaken by the Los Angeles Traffic Managers’ 
Conference relation to the tonnage diverted from intercoastal ship- 
ment to overland shipment by its members revealed some interesting 
data. 

Of the approximately 150 industrial concerns canvassed, about one- 
third of the membership replied fully to the questionnaires circulated. 
The two-thirds not dexfiving, or not replying in detail, were either not 
interested in intercoastal water shipment of goods to or from their 
plants, or considered that they had no need for such service. Of the 
one-third who did reply, 30 such concerns advised that they do not 
consider water shipment of their goods feasible, due to delays encoun- 
tered and to infrequency and unreliability of sailings. No tonnage 
figures relative to diversions were submitted by this sector of the mem- 
bership. The remaining 20 concerns advised that for a var iety of rea- 
sons, the annual tonnage diverted by them to overland transportation, 
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which had previously moved via water or which could reasonably |y 
expected to do so, aggregated some 1.5 million tons annually. 

That is just Los Angeles, Senator. 

The results of this survey would seem to corroborate the statistics 
previously quoted relative to the decline in intercoastal tonnag 
through Los Angeles-Long Beach harbors and also the Pacific coast 

It has just been stated that a number of shippers and receivers at 
tributed their diversion of cargo to overland routes to infrequency of 
service. Ina manner of speaking, this presents somewhat of a vicious 
circle. It might be considered that were the tonnage to be offered th 
carriers, bottoms would be made available for its tr ansportation. 0) 
the other hand, nothing is more true than that at least three majo. 
intercoastal carriers have discontinued operations entirely of recent 
years. I speak of the Sheperd Line, the Williams Line, and mo: 
recently, of the American-Hawaiian Steamship Co., pioneers in this 
service. Grace, Panama-Pacific and others could Un be added t: 
the roster of intercoastal services discontinued. 

That the slack caused by the elimination of these services from the 
trade has not been taken up is exemplified by an examination of th 
number of ship arrivals and departures from Los Angeles-Long Beac! 
harbor for the years 1939 and 1952. During the calendar year 1939, 
a total of 1,219 vessels entered the ports, having an average net reg 
ister tonnage of 3,873 tons per vessel. For the calendar year 1952, this 
figure dropped to a total of 451 vessels with, however, an average net 
register tonnage of 4,891. Thus, while the average vessel size increased 
by something over 20 percent, the number of vessels calling was 
decreased by nearly two- thirds. 

It is reasonable to appreciate that it is the desire of the operating 
lines to keep costs at a minimum. Manpower is a predominant factor 
in such costs, and it is, therefore, desirable to operate larger vessels. 
carrying substantially the same crew required on smaller ships, thus 
reducing transportation costs per ton. 

In doing so, however, given a stable volume of tonnage, it is neces 
sary to reduce the frequency of sailings. Exemplary of this is the 
fact that prior to World War II, the American-Hawaiian Steamship 
Co. scheduled twice weekly sailings from the North Atlantic, with one 
sailing weekly from the South Atlantic. Until their recent with 
drawal from the trade, American-Hawaiian’s postwar schedule was 
one vessel fortnightly from the North Atlantic, with no regular sai! 
ings from South Atlantic ports. 

With the high cost of maritime labor, no censure can be laid at the 
door of the intercoastal carriers in their honest attempts to reduce their 
operating costs, but the penalty paid through diversion of freight due 
to infrequency of sailings is extremely high. 

It is unfortunate that during World War II the pitiful lack of 
serviceable bottoms required to transport the materiel of war required 
the government to order the discontinuance of intercoastal service. In 
my opinion, a great deal of the tonnage diverted at that time to ove: 
land means of tr ansportation can never be recovered. The conveni 
ences, the flexibility in scheduling shipment and receipt of goods, and 
the saving in time resultant from overland transportation are appre 
ciable, albeit more costly than the alternative water method of ship- 
ment. In weighing these conveniences against the economies offered 
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by intercoastal movement, it is understandable that a number of 
businesses might be reluctant to revert to water shipment. 

lhe matter of relative costs has just been mentioned. In this con- 

tion, it might be pointed out that the differential between water and 
verland shipment of transcontinental traffic has remained very nearly 
static, While the dollar value has depreciated. To illustrate the point, 
where a differential of $1 per 100 pounds existed prior to World War II 

n favor of water shipment, and still exists, the actual saving to the 

\ipper is virtually halved, due to the relative 50-cent dollar of today. 
Whether such a saving is or is not attractive to a shipper depends a 
creat deal on his own indiv idual thinking and the commodity involved, 
ind must be counterbalanced against the additional time in transit, in- 
frequency of sailings, interest on investments in goods en route, possible 
disruptions of service, and similar inconveniences. Unless the former 
outweighs the latter, the nod goes to overland transportation. 

The matters of delays and disruptions of service have also been of 

rious concern to shippers and receivers. It is not within my province 
to enter into any discussion relative to the frequent disruptions of serv- 

e which have occurred in postwar years, or to the right or wrong 
thereof, other than to state that it is not to be denied that labor-man- 
agement disputes on the waterfronts of both coasts, as well as with 
shipboard personnel, have definitely caused intermittent suspension 
of intercoastal service. During the periods of such suspension of 
service, the flow of transcontinental commerce has been diverted to 
some extent to overland transport, and once so diverted, it is difficult 
to recapture. 

With respect to delays, I might mention that shippers and receivers 
are basically interested in the overall lapse of time between shipment 
from point of origin and receipt at point of ultimate destination. The 
transit time between ports of loading and discharge is an important 
element in this overall time, but is only one factor in the whole. 

Generally speaking, vessels engaged in the intercoastal trade today 
we capable of speeds some 25 percent greater than was the case in 
19 ‘9. However, although transit time from New York to Los Angeles 
has been improved by some 4 days by comparison with prewar service, 
this gain is greatly ‘offset by delays encountered in loading and dis- 

harge, in receipt and in delivery. Whether such delays are due to 
lela difficulties, obsolescent material-handling methods, or to con- 
gested, overtaxed, or antiquated terminal facilities, does not concern 
the shipping public per se. The fact remains that these delays occur, 
and because of them, the days gained in transit time between ports are 
dissipated. 

Taking all of the foregoing into consideration, it would appear that 
the basic means of rediverting lost intercoastal tonnage to water ship- 
ment would be to stabilize a service which would compensate shippers 
for the natural inconveniences attendant upon water shipment. Such 
stabilization of service is largely an internal matter. 

Compensation to the shippers revolves around the differential be- 
tween overland and intercoastal water costs. The gross revenue 
obtained by the carriers must be at such a level that carriers can 
realize a reasonable return on their investment after meeting costs 
of operation, taxation, depreciation, reserves, and the like. If such 
gross revenue does not result in a scale of rates reflecting a differential 
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sufficient to influence traflic to water shipment, it would seem that 
an impasse has been met. 

It is definite that a problem exists. Whether the solution of the 
problem lies in the granting of some sort of subsidy, it is not for me 
to hazard an opinion. It may be that the elimination of Panama 
Canal tolls on intercoastal traffic might assist in arriving at a resolu 
tion of the current difficulties. 

After listening to some of the testimony yesterday, and the question 
of discrimination having been raised in regard to canal tolls, it oc- 
curred to me that no discrimination would be present in the elimina- 
tion of Panama Canal tolls on intercoastal vessels. I would say that 
because the intercoastal trade is restricted under the navigation laws 
of the United States to United States-flag vessels only. 

Therefore, if vessels in that trade were to be relieved of the necessity 
of paying Panama Canal tolls, no other nation can say that we were 
discriminating against their flag, because it is in connection with t] 
business that they would be prevented from entering. 

Secondly, nso ir as the income to the Panama Canal Company is 
concerned, it would seem that they are faced with the problem of 
doing egehing about this matter, the same as all the rest of us are. 
The alternative to helping the intercoastal trade is its entire dissolu- 
tion. It would seem that if they were not to consider giving some 
thought to elimination of canal tolls on intercoastal tonnage, they 
might be faced with the problem of not having any revenue from 
that source whatsoever, because eventually the trade will dissappear 

You would quite understandably and quite naturally hear objections 
from the overland carriers relative to any assistance that might be 
given to intercoastal carriers. I can foresee that the railroads, the 
airlines, and the motortruck industry would bitterly oppose any 
assistance thi : the Government might give to intercoastal carriers. 

However, I don’t think that the question of discrimination in that 

respect could be raised ver y well by any of those types of transporta 
tion. I seem to recall something about coming into a court of equity 
with clean hands. The railroads certainly received Government 
assistance in their mail contracts in past years, and in land grants that 
were given them when they were constructing their lines across the 
country. 

The airlines save countless millions of dollars through the research 
and developement programs of the military in respect to military 
planes, and the development that are brought out through the re 
search programs of the military eventually turn up in commercial 
type aircraft where the airlines benefit. 

Senator Porrer. And their mail contracts do not hurt them any 

Mr. Sutuivan. No, sir: they do not. Insofar as the motortruck in- 
dustry is concerned, I think the railroads are probably the foremost 
people contending that the motortruck industry is being given a free 
roadbed by the highway construction of the State and of the United 
States, and that, in effect, they are receiving an indirect subsidy or 
assistance from the Government. 

So I don’t think, honestly, any of those people could reasonably 
object to any assistance that might be given to the intercoastal lines. 
particularly in some sort of a resolution of this Panama Canal toll 
proposition. 
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Senator Porrer. Do you think by eliminating the Panama Canal 
toll from intercoastal shipping, it would be enough of an incentive 
to restore the trade to any degree? 

Mr. SULLIVAN. Senator, I am not familiar with the costs of opera- 
tion of the intercoastal lines. That is something that is without my 
province. I am a shipper. However, the saving of some $15,000 a 
round trip for an operator sailing between the Atlantic and Pacific 
coast wuss ly would amount very nearly to $800,000 at the end of the 
year. 

’ I think an $800,000 subsidy, or government assistance, would be 
appreciable, and it would help them out quite a bit. 

Senator Buriter. You do enjoy some Government help in that the 
channels are dredged by the Government, the lighthouse services are 
given to you, the channel markers are there, and so forth. So you get 
some little assistance. 

Mr. Sutrivan. If the intercoastal service were to die out entirely, 
I think that the engineers of the United States would see that the 
rivers and harbors were still maintained for the purposes of offshore 
shipping, would they not? 

Senator Burier. They wouldn’t along the coastal routes. A lot 
of them are used exclusively for coastal ships. 

Mr. Suttivan. Perhaps on the east coast, but not too much on the 
west coast, Senator. 

Senator Butter. I will say that our coastal shipping on the east 
coast is not flourishing. 

Mr. Auien. Mr. Sullivan, I notice on page 2 of your statement that 
you comment on the increased volume of traffic that is flowing into 
the Pacific coast harbors, and then you say: 

The interest of southern California in the maintenance and sound operation 
of a modern, competitive, and adequate United States flag merchant marine is, 
therefore, one of immediate and grave concern to all phases of business in the 
Los Angeles area. 

I have noticed most all shippers make that statement, but they 
never elaborate on why it should be an American merchant marine. 
I have firm convictions it should be. Why is it that no one who com- 
ments on all the things that are wrong ever shows the advantages to 
the Nation, the shippers, and the people inland of having an Amer- 
ican merchant marine? 

Mr. Surtivan. I purposely omitted any reference of that nature 
in my statement for the reasons of brevity. I wanted to cut it down 
as much as possible, and I considered that that matter had probably 
been gone into at great length in previous hearings. 

However, I can say it is my opinion that the United States ship- 
ping, generally, serves as a representative. and really as a salesman. 
for United States industry in foreign nations. United States ship- 
ping is naturally more interested in the stimulation of United States 
production than a foreign-flag line would be. It is more responsive to 
American community interests. It is a lot easier for an American 
business concern to discuss problems with a shipping company flying 
the American flag than to discuss those same problems with, let us 
say, even a British-flag line. 

t us take, as an example, the matter of shipping citrus fruits 
from southern California to what was at one time a very good mar- 
ket, the European market. There are other producing areas of the 
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world furnishing citrus fruit to the Continent and the United King 
dom, such as Brazil, Palestine, Spain, and South Africa. 

An American-flag line serving the Pacific coast to that range would 
be more interested in promoting the sale and the service of American 
fruits to the United Kingdom and Continent than would be, say, a 
Danish line which also maintains a service to Haifa and the Medi 
terranean, as well as the west coast. 

Senator Porrer. Isn’t it also true that from a long-range point of 
view, shippers realize that if we allow foreign competition to dry up 
our American-owned fleet, then the shippers will be dependent on 
foreign bottoms, and when the American competition is off the seas, 
you will pay through the nose? 

Mr. Sutzivan. That is true, Senator. It is also true from a purely 
selfish point of view that American-flag vessels based in American 
ports will buy their supplies and requirements in the United States 
from American firms. 

I know for a fact that of the 18 foreign-flag vessels in the Pacific 
coast-European conference, I have heard many a ship chandler com- 
plain that they do not buy anything on the Pacific coast, and if they 
do, they buy it in Canada, because they want to conserve their Ameri- 
can dollars. 

We heard one witness testify yesterday to the effect that the Danish 
ship Frria, which was burned and sunk in the Columbia River, was 
raised and towed from the Columbia River back to Denmark, rather 
than even make temporary repairs in the United States. All of that 
sort of thing is of great assistance to American firms engaged in shore- 
side business. All of that brings back a certain monetary return to 
people on the waterfront. 

Senator Porrer. One of our jobs, I feel it is one of our duties, and 
certainly to bring about the type of American-owned and operated 
merchant marine that we desire, is to make more people conscious of 
the necessity for such a merchant marine. 

I am hoping that people in the shipping business, the shippers 
themselves, will go back to manufacturers and to other people who 
are allied with them, to sort of help carry the ball on the necessary 
legislative and administrative program for the merchant marine. Do 
you think much can be done along that line? 

Mr. Sutiivan. As I think you stated yesterday, Senator, the edu- 
cation needs to be extended more to the people in the interior of the 
United States than to those of the seaboard communities. I think 
the people in the States of Washington and Oregon and California 
are intensely alert to the maritime situation, whereas those in Kansas 
and Arkansas and Colorado are perhaps apathetic about the whole 
matter. They do not care. 

Senator Burier. They are not only apathetic, but hostile to it. I 
remember the last thing we had on the floor. Senator Magnuson, 
Senator Potter, and myself were fighting to try to get some additional 
ships for the American merchant marine, and we were accused of rid- 
ing the gravy train by one of the midwestern Senators. They have 
no comprehension of the problem. 

I want to say here for the record that the people I talked to abroad 
have a much keener insight into the need of a merchant marine for 
America ‘than Americans themselves have. They all freely admitted 
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to me that had it not been for the American merchant marine and 
the ability of the American shipyards to fabricate ships, they could 
not have surived World War II. 

It is a nucleus fleet for our defense. We must have it, and it must 
be maintained, and the facilities for keeping it on the seas must be 
maintained. 

se nator Porrer. And the people must understand the necessity for 

, that it is not a gravy train that a few people are riding, but that it 
serves two purposes, as has been stated many times, for national defense 
and for our commercial commerce. That selling job has to be done. 

I think everyone who has an understanding and appreciation of it 
has to intensify his efforts in that regard. Take a manufacturer in the 
Midwest who manufactures refrigerators to be shipped to the Orient. 
He should understand that it is going to be shipped in American bot- 
toms, and the reason for it. 

Mr. Sutiivan. Yet, nevertheless, the letter of credit which might be 
established for his particular shipment of refrigerators to Manila 
might specify that shipment be made during the month of October 
1953 from the Pacific coast. Even though he attempts to get a booking 
on an American-flag vessel from the Pacific coast during the month of 
October, he is apt to be confronted with the fact that there are no 
American-flag vessels sailing during that time and he must, if he wants 
to conclude his sale, utilize a foreign-flag ship. 

Senator Porrer. I am fearful, even when ships are available, that 
we are not using American bottoms as much as we could. 

Mr. Suutivan. I think that may be very true, Senator. 

In connection with the apathy or hostility of the interior of the 
United States, I happened to run across a quotation from the Secretary 
of Commerce of the last administration, Secretary Sawyer. In mak- 
ing a talk before the Washington, D. C., Propeller Club in 1950, he 
stated that the United States Gover ment. has spent approximately 

$350 million in ship construction subsidies in the past 16 years, but that 
our aid to European shipbuilding has equaled this sum in 4 years. 

And then he went on to say that the cost to Government for price 
support of potatoes over the 3-year period 1948-50 was $326 million, 
only $24 million less than the amount for 16 years of shipping support. 

Senator Porrrr. Of course, very few people realize that a big share 
of an operating subsidy is recs uptured. 

Mr. Suutrvan. Yes, that is very true. 

Mr. Auten. They do not realize, also, that we still have the ships, 
but we don’t have those potatoes. 

Mr. Sutzivan. Or the cheese or powdered milk. 

Senator Magnuson. I have used this comparison in many cases, 
that actually the subsidies now being paid have been less for the whole 
merchant marine than the subsidy paid for peanuts. 

Mr. Sutuivan. I believe that is very true. 

Senator Magnuson. I mean literally peanuts. 

Mr. Suetiry. As a matter of fact, the thing that highlights one of 
the biggest problems that we are confronted with is the situation that 
occurred in the House in the last session on the wheat for Pakistan 
bill, which under the rules went to the Committee on Agriculture be- 
cause it was surplus products, which comes from the Commodity 
Credit, where heretofore those aid bills have gone to Foreign Affairs. 

We had worked hard to educate the members of the Foreign Affairs 
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Committee, as you remember, Senator Potter. When it came out of 
the Agriculture Committee, there was a prohibition against the 50- 
percent provision, saying that this was a handout to the rich American 
shipowner and forgetting about the support on cotton, wheat, tobacco, 
and other things, which, stacked alongside the support that shipping 
has received, makes it look small. 

Mr. Sutuivan. I am glad Mr. Shelley brought up the question of 
wheat, because I had another thought that I wanted to give to the com- 
mittee. It is in connection with bulk carriers. 

Generally speaking, today I think there is a trend in shipping to go 
to the bulk carriage of commodities, not only coal and coke and grain 
and ore, which for years have been carried in bulk, but there are many 
other items now being moved in bulk. 

Our country has been required to develop new iron-ore fields i 
South America. Bauxite comes into the country. There are any 
number of items that are shipped in bulk carriers. It ismy impression 
that the current shipping-aid legislation does not in any way provide 
for any assistance whatsoever to bulk carriers. It may be that some 
thought should be given to that. 

Senator Magnuson. Do you use any tramps at all? 

Mr. Sutnivan. No, I do not. My personal business, as I said, is 
basically in connection with intercoastal shipping. We would have no 
use for tramps. 

Senator Magnuson. Do you have any policy that you know of 
among the shipping organizations to use American-flag when possible ? 

Mr. Sutuivan. Yes,sir. In our conference in Los Angeles, we stress 
the use of American-flag ships. 

Senator Magnuson. I want to say that most shipping organizations 
have absorbed some of this education and are making it a matter of 
policy to try and encourage the American flag. 

Mr. Sutuivan. That is part of the policy of our organizations in 
Los Angeles. 

Senator Magnuson. I think it is national, too. 

Senator Porrer. I think we are doing much better. I just feel we 
have a long way to go. 

Mr. Suniivan. Thank you, sir, and gentlemen. It has been a pleas- 
ure to be here. I appreciate having been before this committee. 

Senator Porrer. Thank you. Our next witness will be Mr. Melan- 
der, traffic manager of the Stauffer Chemical Co. Mr. Melander, we 
are delighted to have you with us. You may proceed with your 
statement. 


STATEMENT OF MILTON W. MELANDER, PACIFIC COAST EXPORT 
SALES MANAGER, STAUFFER CHEMICAL CO. 


Mr. Metanper. My name is Milton W. Melander. I am Pacific 
coast export sales manager of the Stauffer Chemical Co., which is the 
pioneer manufacturer of industrial chemicals on the Pacific coast. 
We operate over 30 plants in the United States, 12 of which are on 
the Pacific slope. We are the largest manufacturers of superphos- 
phate, sulfuric acid, and sulfurs on this coast, and are principal fac- 
tors in the production of other industrial chemicals and agricultural 
chemicals for the Pacific-coast market as well as for export. 
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I am also president of the World Trade Association of the San 
Francisco Chamber of Commerce, which group is composed of repre- 
sentatives of the principal firms involved in foreign trade in the city 
of San Francisco. 

I appear today in the capacity of export manager of the Stauffer 
Chemical Co. and, I am sure, can express the feelings of the Pacific- 
coast chemical industry as regards the need for the continuance of 
Federal maritime subsidies. 

The strategic nature of any chemical industry is of course well recog- 
nized. This was forcefully brought home during World War II days 
by the almost immediate placement on allocation of the bulk of our 
products. Export controls are still in effect on a number of the items 
manufactured by west-coast chemical industry, in spite of the general 
easing of economic conditions. It seems quite important to us that 
should we be faced with another war, that chemicals produced here 
be safely transported on American vessels to overseas destinations. 

Asa firm engaged in a most competitive field, working against com- 
petition of foreign chemical manufacturers in the world market, we 
become keenly aware of the need to maintain Americ: an shipping fa- 
cilities for our merchandise. Should we be entirely dependent upon 
foreign-flag vessels, with foreign competition moving in competition 
to ours from countries overseas owning the shipping, we undoubtedly 
would be in a very precarious competitive position. It is our objective 
to employ American-flag vessels when convenient to do so and to offer 
our customers the best possible services. 

The chemical industries of the Pacific coast have essentially been 
built on the needs of the area with export being a secondary matter. 
However, during the postwar years the volume of Government pur- 
chasing affected us here to a very great extent and some excellent pos- 
sibilities for supply of chemical items from this coast were granted 
in which, of course, we participated. On such a basis when there is 
more diversion of activities back to the commercial basis we naturally 
desire to continue our position in the export field. As I mentioned 
before, we now find it to be more ambitiously entered by the foreign 
manufacturers. 

We consider that the chemical industries of the Pacific coast have 
earned and should maintain a position in supply of materials to the 
Far East, the west coast of Central and South Ameriea, and to the 
Australasian area. On the basis of simple economics we should sup- 
ply these markets with their chemical requirements. We think fer- 
tilteers are a good example of this type of competition on our part. 

To a lesser degree we consider the possibility of the west coast 
competing with eastern manufacturers in gulf and east coast markets. 
There are certain chemical items produced exclusively on this coast 
which have moved constantly eastbound, prior to World War II, by 
ae oastal vessel and subsequently with the reduction of water serv- 

» and equality of rates to rail transportation. The decline of inter- 
constal service has caused more and more transfer to rail transporta- 
tion with the resulting increase in cost to the ultimate consumer. 

Going back to the matter of trade with overseas areas, we. as stated 
before, like to use American-flag vessels insofar as possible. We have 
found generally that service as rendered is adequate, a large part of 
which we contribute to the American-flag vessels operating in these 
services. 
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We are very much interested in the potential export of dry chemical! 
products in bulk. To this time we have found ourselves unable to 
compete owing to several factors, one of which being the lack of proper 
bulk-carrying vessels. The use of the normal methods of loading and 
unloading into the holds of a standard freighter renders our cost too 
high to compete in a number of areas. It seems that consideration 
should be given to the maintenance of an American fleet of proper!) 
equipped bulk carriers. 

Senator Porrer. What do you normally ship in bulk—fertilizer? 

Mr. Metanver. I am thinking principally of fertilizer in connection 
with bulk transport. 

Another point I didn’t cover in there is our interest in the convey 
ance of crude sulfur and bauxite from the gulf into the Pacifie-coasi 
area. We are the principal purchaser of sulfur in this area. 

At the present time we are completely tied down to rail transport, 
to a very great extent, caused by the lack of proper bulk carriers. 

Senator Porrer. Where do you normally buy your sulfur ? 

Mr. Metanper. Texas and Louisiana. Some is coming in from 
Montana, but the bulk is Texas and Louisiana. Bauxite, of course, is 
coming from Dutch Guiana, principally, and some originating in 
Trinidad on a reshipment basis. 

Mr. Suetiey. If there were the proper type of vessel, is it advan- 
tageous to your operation to use water transportation rather than rail 
transportation ? 

Mr. Metanper. Our principal difference between transporting one 
way or the other has been as the result of the cost of unloading the 
cargo here; in other words, the material can be transported, just fig- 
uring the transportation factor exclusive of handling, at a rate con 
siderably better than the rail rate. 

When we come to the matter of having to take the materia! from 
ship’s hold into conveyance to our plants is when we get to the breaking 
point, ratewise. 

Mr. SuHetiey. Would that cost in handling prevail if you had a more 
modern and more adapted-to-the-trade bulk carrier, or is it because of 
the type of vessel which is now being used, some of the Libertys or 
others, where they are just dumping it down into the hold? 

Mr. Me.anper. That is the matter of the insufficiency of equipment. 

Mr. Suetiey. A handling factor as to that type of vessel ? 

Mr. Metanper. That is right. 

Senator Porrrr. Are there any other questions? 

Mr. Atten. Where do you unload? 

Mr. Metanver. Los Angeles, or we would under a water-shipping 
pecgues unload at Los Angeles Harbor, the East Bay area, and 

ortland. 

Mr. Aten. At those points you have plants very close to the water- 
side ? 

Mr. Meranper. Yes. 

Mr. Auten. On the other end of the transportation the sulfur pro- 
duction is very close to the seaboard ? 

Mr. Metanper. Yes. I think there is a rate of about $1.50 a ton 
from the minehead to water. 

Mr. Auuen. The difference between rail and water shipment, then, 
is all in about the last 500 yards of the carriage? 
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Mr. Mevanpber. Practically that. It is from the time the vessel 
omes alongside until we finally have the material into trucks or rail 
for conveyance to our plants. We formerly used water exclusively 
up to around 1934, but with the increasing cost of handling we were 
forced to go into rail transport. 

Senator Porrer. Actually, when you speak of “bulk carrier,” you 
could use a regular ore-type ship ? 

Mr. Metanper. Yes, that would be excellent for that type of han- 
dling. We should have something with facilities to mechanically un- 
load instead of being concerned with the matter of using ship’s tackle 
to drop a bucket into the hold and pick up a ton or a fraction of a ton 
at a time. 

Senator Porrrer. There is a great need of that today. 

Mr. Mevanper. That is right. 

Mr. Atuen. Do you acquire raw materials for chemical production 
from many of the States of the Union? 

Mr. Metanper. Well, I would say we would be involved in 8 or 9 
States west of the Mississippi, not east. We would work Louisiana, 
Texas, possibly some of Arkansas, Montana, Idaho, Nevada, and Cali- 
fornia, and small quantities out of Washington and Oregon. But the 
bulk of ours is in that range. Our principal interest is in the matter 
of the gulf to the Pacific coast. 

Mr. Auten. Do you think the people from whom you purchase in 
those States have a similar appreciation of the desirability of an 
American-flag merchant marine such as you have? 

Mr. Meianpver. I know the sulfur producers in the gulf area, the 
two major producers, were always a waterline shipping arrangement 
up to about 1934 on their intercoastal service. I don’t know what 
policy they form as regards their overseas shipping. But I would 
have no doubt at all that they would lean strongly toward American 
shipping on bulk sulfur for overseas. 

Senator Porrrer. Are there any other questions? 

Senator Magnuson. I would like to ask this question: Wouldn’t it 
be true in such an organization as yours that if your plants were at 
the tide flats, with adequate water transportation, your whole opera- 
tion would be much more economical and it would be much better for 
the whole country in relation to the need; isn’t that correct? 

Mr. Mevanper. Very definitely. Transportation of sulfur, for ex- 
ample—it is public information—is costing us by rail something in 
excess of $14 a ton; so we have just about two-thirds of our value in 
material and one-third for transportation of same. 

Senator Porrer. How would it be by ship? 

Mr. Mexanver. The tariff is $8.50 a ton currently on a free in-and- 
out basis. With decent handling facilities we can see where we would 
have a saving of say $1.50 or $2 a ton on the outside. It wouldn’t be 
a tremendous saving but, on the other hand, it would amount to a 
sizable enough one so that we would be willing to put in the additional 
development to take 10,000 tons at a clip rather than buying in 50-ton 
rail cars. 

Senator Porrer. I wish to thank you for your statement, Mr. 
Melander. 

Mr. Batchelder, we are happy to have you as our next witness. 
You may proceed. 
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STATEMENT OF K. C. BATCHELDER, TRAFFIC MANAGER, WEST 
COAST LUMBERMEN’S ASSOCIATION 


Mr. Barcreiper. I am glad to be here. I am glad you are investi- 
gating this matter. 

My name is K. C. Batchelder. I am traffic manager of the West 
Coast Lumbermen’s Association, Portland, Oreg. The West Coast 
Lumbermen’s Association is a trade association for 250 sawmills rep- 
resenting approximately 70 percent of production in the Douglas fir 
region of Washington, Oregon, and northern California. The Doug- 
las fir region generally is that portion of the States mentioned west 
of the Cascade Range. In 1952, the region produced 11 billion feet 
of lumber. There is not sufficient demand at the points where lum- 
ber is produced to consume the lumber, and hence, the industry has 
had to find markets elsewhere in the United States and in the world to 
consume its production. 

At the present time, approximately 20 percent of the lumber pro- 
duction moves by water. Our principal domestic water markets are 

California, reached by coastwise vessels and the Atlantic coast and 
oda ports reached by intercoastal ships. Foreign markets include 
United Kingdom ~y the Continent, South Africa, Australia, South 
America, China, and Japan. 

The Atlantic coast is our most important domestic water market. 
Over the years, 10 to 15 percent of the cut moves to this market. In 
1952, total production was 11 billion feet board measure. We depend 
for its transportation on American-flag ships. The Intercoastal 
Steamship Freight Association is the conference for the Atlantic- 
coast trade. The rates on the intercoastal trade are under the juris- 
diction of the Interstate Commerce Commission. 

The rates, accordingly, are filed with them. The present rate is 
$31 per thousand feet board measure. The history of the rates is 
attached from January 1, 1933, when the intercoastal rates were first 
brought under regulation by the United States Maritime Commission. 
A statement of the movement of lumber from Oregon, Washington, 
and from British Columbia from the year 1920 through 1952 is at- 
tached by months for the year 1953 to date. 

The biggest problem that the lumber industry has in marketing its 
lumber in the intercoastal trade is meeting competition from British 
Columbia. The British Columbia mills have the privilege of char- 
tering foreign ships. The estimate of the latest rate that they have 
paid is $23.50 per thousand feet board measure. This is to be com 
pared with the rate of $31 per thousand paid to Conference American- 
Hag ships, the Conference being restricted to United States flag ships. 
British Colwnbia lumber finds its way to the Atlantic-coast market 
whenever they desire to send a supply to that market. During the 
war period, and up until 1947, other markets were more attractive to 
them. When the demand for lumber in foreign markets fell off, they 
immediately entered the United States Atlantic-coast market. In 
1950, they shipped in some 730 million feet. At the present time, 
they are shipping in at the rate of about 45 million feet a month. 
The total for 1953 will be next to highest volume shipped. 

Another factor that is of great advantage to the Canadian ship- 
pers is that they do not have to pay tax on the transportation charge 
which is assessed on shipments moving under the American-flag 
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ships. This 3-percent Federal tax on transportation amounts to 
bout 75 cents per thousand board-feet on lumber and aggravates the 
opportunity to market to a very substantial degree. 

We urge that your committee make strong representations in the 
Congress to eliminate this unfair tax. Not only do the ships which 
come into the United States avoid payment of tax, but the lumber 
which comes into the United States by rail in competition with the 
water shipments pays the tax only on the portion of the movement 
within the United States. Most of the shipments move long haul 
via Canadian railroads, which leaves a very small share of tax to be 
paid. 

Senator Porrrr. There is no restriction by Canada to have foreign 
ships on intercoastal trade ¢ 

Mr. Barcuetper. None whatever, not from British Columbia to 
the Atlantic coast. They cannot take lumber from the United 
States. 

Mr. Suevtey. Can, for instance, a Danish or Norwegian vessel 
pick up a cargo in Vancouver to a Canadian port on the east coast / 

Mr. Barcueuper. Yes, sir. 

Mr. Suetxiey. There is no restriction whatsoever ? 

Mr. Barcnecper. I believe I am right in that, and do so. 

Senator Magnuson. One thing we ought to clear up is that even 
on rail shipments, they only pay the portion of the tax as they 
come in here. 

Mr. Barcuetper. Exactly. They haul it all the way to New Eng- 
land and bring it down into the Atlantic seaboard. 

Senator Magnuson. They divide it up when they hit the border 
and just keep on going clear across. 

Senator Porrer. What is the purpose of the tax? 

Mr. Barcnevper. It was a war tax to raise funds for the war. 

Senator Magnuson. It is the whole problem. Congress this ses- 
sion, I think there is no question about it, is going to go into the 
question of the whole matter of excise taxes. 

But I do think we can correct this business of cutting the tax in 
half when it hits the border, which never was intended by the tax to 
begin with. 

Mr. Barcuetper. That is right. 

With the advantage that the Canadian mills have from the stand- 
point of lower freight cost, labor and stumpage costs cause great 
difficulty in marketing United States manufactured lumber carried 
in the American-flag ships. 

In the coastwise trade, a statement is attached which shows the 
history of the freight costs. When the water rates coastwise first 
came under regulatory supervision, the rate to San Francisco from 
Oregon and Washington was $6 per thousand, and the same applied 
to Los Angeles. Today, these rates have increased to $13 and $13.50, 
respectively, and all the way up to $14 and $15 for random-length 
lumber, which was the way it was shipped in 1938, so the freight 
charge has increased all the way from 116 to 150 percent during 
the 13-year span. This acccunts for the decline in volume. Inci- 
dental charges have likewise increased, which accounts, in the large 
measure, for the decline in the movement of coastwise lumber by 
boat. 
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The lumber industry is anxious to serve foreign markets and wants 
to see trade routes maintained that will permit them to ship their 
lumber, and being patriotic, naturally want to see a good share of 
the lumber move in bottoms manned by American crews flying t! 
American flag. We are pleased that the subcommittee is devoting its 
time and energy to studying the problem. We wish to cooperat: 
with them in any way at our command to keep the American flag 
flying on the high seas. 

Mr. Chairman, I would like to offer these exhibits for the record 

Senator Porrer. They will be made a part of the record. 

(The documents referred to are as follows:) 

Lumber shipments by water to United States Atlantic coast, in feet board 

measure 
1920 TO 1952, INCLUSIVE 
Oregon- 


Washington 
total 


From 
Washington 


From Britist 


From Oregon . 
e Columbi 


49, 054, 906 
205, 973, 429 
604, 606, OLI 
771, 852, 581 

, 027, 046, 080 
, 375, 028, 957 
, 613, 138, 155 
, 625, 107, 499 
681, 926, 617 

598, 518, 793 
342, O70, 584 
236, 314, 756 
723, 474, 878 
848, 553, 410 
600, 945, 663 
825, 561, 062 
R78, 568, OSK 
974, 336, 801 
793, 215, 243 

, 077, 823, 995 
, 085, 765, 893 
461, 428, 836 
7, 291, 399 


446, 

501, 235, 1 
369, 502. 
464, 569 


MON 


Month 
January 22, 372, 154 33, 866, 23 86, 238, 391 
February 40, 371, 030 39, 198, 5 79, 569, 621 
March 63, 066, 065 . 630, 103, 696, 971 
April 35, 403, 587 , 434, 092 101, 837, 679 
May 34, 507, 477 38, 431, 685 72, 939, 162 
June 13, 826, 682 37, 418, 07 51, 244, 756 
July 33, 617, 063 44, 949.3 78, 566 7 
August 50, 238, 547 41, 240, 2 91.47 8, 755 


Total, 8 months, 1953 293, 402, 605 372, 169, 107 665, 571, 712 


1 World War II years. 


From reports of Pacific Lumber Inspection Bureau, Inc. 
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History of intercoastal lumber rates from Oregon, Washington the Atlantic 
coast 


{In dollars per 1,000 feet N. B. M.] 


To— To 


Effective date Effective date 
Atlantic Gulf Atlantic Gulf 


coast ports coast ports 


$9. 7! $9. 75 Jan. 17, 1947 00 $20 
10. 25 10. 25 Oct. 15, 1947 22. 50 20. 
ll ll Oct. 23, 1947 23. 50 22. { 
12. 00 12 Jan. 22, 1948 5. 00 23. 5 
12. 50 12 Oct. 9. 1948 00 23. 
13. 00 13. Oct. 13, 1948 26. 00 24 
. 14. 00 14 Apr. 4, 1949 26. 50 24. 5 
15, 1940 15. 00 15, Dec. 5, 1950 5. 50 
, 1940... 16. 00 16. Jan. 27, 1951 7. 50 
, 1942 | 117.00 17 Sept. 1, 1951 00 
22, 1946 | 19. 00 17 Nov. 5, 1951 9. 00 
Sept. 9, 1946__ 19. 00 19 May 26, 1952 30. 00 
Nov. 6, 1946... | 20. 00 | 19 July 1, 1953 31. 00 
Jan. 4, 1947... | 21. 00 19 
| 


Plus 3 percent Federal tax which became effective Dec. 1, 1942, and is still effective. 


Lumber shipments by water from Oregon and Washington to California 1915-52 


Footage in Footage in 
thousand feet | thousand feet 
Year: board measure | Year: board measure 
902, 381 | ee iidiidsaticass anune eee 
020, 344 | : 1, 184, 007 
099, 001 Q36 ; as ae A eee 
804, 290 | ( . bat : 1, 103, 294 
912, 981 | ” esac 1, 247, O71 
844, 723 94: ‘ 377, 778 
907, 673 943. ....... ts 278, 424 
802, 032 944__ ~ 232, 872 
847, 687 145... id 170, 000 
. tal es 672, 215 1946... = 167, 608 
1929 = : 573, 894 1947 ‘ shia 210, 427 
L930_ 256, 143 1948__ sah 248, 461 
1931 : eeiadtligless 906, 114 1949___- ; ; 337, 917 
1934_ ee 560, 492 1950... : 501, 044 
1935 950, 700 é 392, 979 


od, 


1936__ 062, 169 952 : - 410, 262 





Source: 1915-21, U. S. Forest Service ; 1923—27, adjusted to Bureau of Census ; 1928—52, 
Pacific Lumber Inspection Bureau. 


Lumber shipments by water from Oregon and Washington to California, 1958 


[Feet board measure] 


Total, Oregon 
Oregon ‘ashington and 
Washington 


January ‘ ‘ }, 342, 284 1, 149, 091 27, 491, 375 
February on 22, 558, 675 2, 285, 243 24, 843, 918 
March : 39, 978, 272 1, 470, 653 $1, 448, 925 
April ’ 5 45, 808, 904 2. 950, 923 48, 759, 827 
May , 666, 751 3, 826, 573 | 51, 493, 324 
June . 34, 966, 640 3, 201, 470 | 38, 168, 110 
July 9, 755, 075 788, 493 20, 543, 568 
August > 26, 717, 413 | 26, 717, 4lo 


Total, 8 months 1953__ , 794, 014 279, 466, 460 


36174—54—pt. 2——-15 
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History of coastwise lumber rates to San Francisco and Los Angeles Harbor. 
3 percent Federal tar to be added to all rates shown effective Dec. 1, 1942 


{Rates in dollars and cents per thousand feet board measure] 


Effective date 
Sent. 21, 1938 
Nov. 24, 1939 
Dec. 20, 1939 
Apr. 8, 1940 
Oct. 15. 1940 
June 11, 1941 
Jan 1942 
Jan. 16, 1942 
Feb. 18, 1942 
May 14, 1942 
Jan. 1, 1947 
Oct. 22, 1947 
Ja 948 
A 18 
J {Ss 
M 
\ 1 
De ”, 19 
rol XN 
ce © of $4.98 
ircl ¢ 
4 Subj xX 
Aut) "SMC D I 
icc 1 


Exports of lumber from 


1936 
1937 
1938 
1939 
1940 
1941 
1942 
1943 
1044 
1945 
1946 
1947 
1948 
1949 
1950 
1951 bp ciimacbaialit 
1952 oie 


1953 (6 months) 


SMC N 2; I 


in Francisco 


$6. 00 

50 

6. Of 

f ) 

7. O 

R. 1s 

212. 48 
810.70 
311.1 
13.00 

14.30 

15 tH 


faced 1 by 8 inchs 
> 
Oo 
13. Of 
‘ 
s ed 1 by 61 
} ths | } 
$ 50) $i4 


x 1 USMC 


PLCA 4 


A,1CC 1;P 


LC 


A 4 


west coast region of Oregon, Washington, and Britis/ 
Columbia 


TO WORLD 


{In thousand 


rotal 





MARKETS 


of board-feet] 


Oregon and 
Washington 


1, 613, 
1,111 


O16, 








o7 
a4 
, 220 
206, 281 





Percent 


80. 1 
74.5 
71.9 
59. 4 
50.5 
46. 4 
41.6 
37.9 
21.5 
23. 8 
23. 4 
21.2 
25. 1 
13.4 
18.8 
97.0 
28. 7 
40. 2 
29.8 
34. 4 
35.3 
37.5 | 
32. 1 
43.4 | 


British 
Columbia 


399, 498 





380, O11 | 
358, 543 
367, 207 
633, 072 
830, 7 
791 
1, 042 
Q98. 7 
1, 036, 377 
1, 284, 456 
1, 187, 191 
667, 652 | 


519, 





Percent 
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Exports of lumber from west coast region of Oregon, Washington, and British 
Columbia—Continued 
TO UNITED KINGDOM AND CONTINENT 
{In thousands of board-feet] 





British 


area oree 
Perce Coflambia Percent 


ae Oregon and 
| Total Washington 


| 305 2 98, 038 | 24. 28 
169, 87! a7. 82, 8¢ 79 

| 100, 05 108, 952 | 52.14 
391, 113, ‘ 3 278, 00: 71.07 
| 559, 32% 100, 13 459, t . 10 
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Eaports of lumber from west coast region of Oregon, Washington, and British 
Columbia—Continued 
TO CHINA 
{In thousands of board-feet] 
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Eacports of lumber from west coast region of Oregon, Washington, and British 
Columbia—Continued 
TO AUSTRALIA 
[In thousands of board-feet] 


Total Oregon and British 


Washington en Columbia | Percent 
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urce: Reports of Pacific Lumber Inspection Bureau. 


Senator Porrer. Does the lumber industry have any institutional 
carriers, carriers that are owned by the lumber industry / 

Mr. I conan, Yes; there are some proprietary lines in the 
trade. I guess if it were not for those we wouldn’t have very much 
space. 

Senator Magnuson. Weyerhaeuser, Pope & Talbot—— 

Mr. Barcuevper. States. As Mr. Olson testified yesterday, we 
are packaging our lumber. We have had an increase since 1938 in 
the coastwise lumber rate from $6 a thousand to $15 a thousand. 
That has had a great deal to do with the decline in the coastwise 
shipments which we cover here. 

Senator Porrer. How much would it cost by rail? 

Mr. Barcueiper. Well, the rail rate from a large producing area 
which has recently come into production from northern California, 
Kureka, is $13.85 a thousand. Actually, going up into Washington 
and Oregon, the Portland rate today, which covers the Willamette 
Valley, is 79 cents, which is about $16 a thousand. When you con- 
sider that on the water rate you have your terminal charges in the 
- Angnles Harbor area and back haul into the metropolitan area, 

is just about in balance. 

Fe heard Mr. Olson testify yesterday about this rate error which 
was made. If you look at page 6 you can see what happened to the 
coastwise lines, page 5, of the ap pendix. This rate reduction took 
effect on May 3. In thet month, the total shipments from Oregon 
and Washington to California were 51 million feet. Look at June, 
38 million; July, 20 million; August, 26 million. That has been 
brcught about entirely by this reduction. I am informed they are 
expecting a decision from the California Public Utilities Commission 
very soon, which will restore the old competitive relationship and 
that they will be back in business in Washington and Oregon, wh 
they are out of business now. 


1ereas 
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Another matter that we heard testified to yesterday was about the 
Panama Canal tolls. I think it was stated that they might be reduced 
50 percent and the efficiency of the operation not imp: aired. I trust 
these claims will be investigated and, if found true, something wil] 
be done about them to assist in a fair charge for the Panama Canal 
toll. 

Senator Porrer. There is a tremendous overhead and administra- 
tive cost? 

Mr. Batcneiper. Yes. I have heard a lot of criticism by the water 
lines of the Interstate Commerce Commission. We ship by rail, by 
truck, and by water, and I think some of this criticism, in a careful 
look at the Commission, can be laid to the fact that the Congress has 
not kept up with the additional duties that they have given to the 
Commission. 

They have less men by, I think, 600 people today than they had 20 
years ago, and they have all this truck regulation and water regula- 
tion added. I do not see Ars they can add very much to their Bureau 
of Water Carriers. 

Incidentally, the head of that bureau is a Maryland man, Charles 
R. Seal. 

Senator Burier. One of the finest men in the business. 

Mr. Barcue per. I am going to recommend to this committee that 
when the Commission’s budget comes up—— 

Senator Porrrr. Make him a member of the Commission. 

Mr. Batcuerper. That is a good idea. 

Senator Butter. He will go for that. He is a Democrat 

Mr. Barcneiper. When that budget comes up for reconsidera- 
tion, let us give the Commission enough money to do a job. They 
have some new men on the Commission. 

You know, I have heard a lot of criticism as to the members of the 
Commission being railminded. I just made a note here as to the 
members of the Commission, and particularly the last six which have 
been recently appointed, Commissioners Knudson, Arpaia, Elliott, 
Clarke, Freas, and Tuggle. 

I don’t think any of them ever had any railroad experience or truck 
experience or water experience, actually. This is a regulatory body. 

Senator Magnuson. That is even worse. 

Mr. Barcnerper. That is pretty much true. I want to say that we 
think the Commission has a pretty heavy job, and if you people give 
them a little more money, maybe they can take a little better look at 
the waterlines’ business. 

Senator Burier. Have you given any thought to the reorganization 
suggested ? 

Mr. Batcnentper. Yes. I know Mr. Hamm very well. 

Senator Burier. Is it good or bad ? 

Mr. Barcnevper. I think he is an able fellow. I think they need 
some reorganization. I think the members of the Commission, 
particul: urly these younger men who are on there, realize it is needed. 

I think to some extent, perhaps, the Commission itself was a little 
bit dilatory in selling the Commission on the fact that they needed 
more money to do the jobs they have to do. 

Senator Magnuson. We have had them up in front of our com- 
mittee I don’t know how many times. Every time a new man is ap- 
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pointed he comes up to us for confirmation. He comes before this 
committee, the Interstate and Foreign Commerce Committee. Every 
time we ask them the same question: You are not doing the job down 
there. Your cases are dragging. Everything is in a mess. Do you 
need more people? If you : do, will you tell us? 

And then they will come before us—and I happen to have a dual 
role because I am on the Appropriations Committee for the LCC— 
and they will usually get what they ask for, except this year. The cut 
was very slight. The big fight was over railroad safety inspectors. 
They come down before us and, as I say, I think sometimes they ought 
to tell us more why they have to have this constant delaying process 
that goes on in the ICC, 

Mr. Barcuevper. Incidentally, the Bureau of Cars Service was 
severely cut. We have been short of cars in Oregon, and thanks to 
the intercoastal lines, we were able to get a little space to help that out. 
But those are some of the phases that need attention. 

Now, summing up, the Canadian competition in foreign-flag ships, 
the Panama Canal tolls, the tax on transportation, are all things we 
hope you will have in mind when you have the opportunity to study 
this. 

Senator Porrer. Thank you kindly. 

Mr. Lawrence, you may proceed. 


STATEMENT OF JOHN V. LAWRENCE, MANAGING DIRECTOR, 
AMERICAN TRUCKING ASSOCIATIONS 


Mr. Lawrence. Mr. Chairman and members of the committee, my 
name is John V. Lawrence. I am managing director of the American 
Trucking Association. That organization is known to most of you, 
but I might say to you that it is the national trade association of the 
truce king industry, representing all types of carriers, both for hire 
and private, and having affiliated associations in all 48 States and the 
District of Columbia. Our offices are located at 1424 Sixteenth Street 
NW., Washington, D. C. 

I feel probably it was in a weak moment that I accepted the chair- 
man’s very kind invitation to testify on this subject. I am just a 
country boy, although I was brought up on the water and spent some 
years at sea. I have been with my present organization for about 20 
years. 

Before I go into my remarks, I would like to answer in friendly 
fashion, just as put by Mr. Sullivan, one of his remarks as to relief 
from canal tolls. As to the matter of the alleged free ride that the 
motor carriers receive, we have a different opinion as we have the 
excise tax and the various State use taxes. 

I would like to make this statement, Mr. Chairman, that in all the 
years I have been with this association, I have never heard any dis- 
cussion of any legislation which would oppose any relief or abolition 
of tolls for intercoastal vessels. 

I would say now with extreme certainty that I doubt whether we 
would ever have formal action, and I would be surprised at any 
serious informal conversations on the matter. I don’t think we would 
oppose it. 

Senator Porrer. The associations? 

Mr. Lawrence. No. 
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May I state at the outset that any proposal to develop roll-on roll-off 
container ships to carry loaded trailers and semitrailers in domestic 
coastwise shipping is subject to the same scrutiny and analysis as the 
proposal to move them by specially constructed railroad flatcars. For 
the trucking industry, it is a question of economics and commonsense, 
The industry will listen attentively to any proposal that holds forth 
the prospect of lower operating costs, prov iin there is no reduction 
in the value of the service the industry performs. 

The trailership movement and flatcar movement both provide for 
an alternative method of movement for only a portion of the total 
transportation service performed by the trucking industry. Both of 
them would attempt to replace, in certain areas, the line-haul, or 
intercity move. The equally important local operations, pickup at 
the shipper’s dock and delivery at the consignee’s door, remain to be 
performed and unless complete coordination is maintained between 
these and the line-haul operation, there can be little consideration 
given to alternate methods of performing the line-haul move. 

The trucking industry’s reaction to these proposals can only be 
on the basis of a progresive continuation of the transportation services 
it is performing. Neither the trailership move nor the flatcar move 
can be approached on the basis that there is anything improper or 
undesirable in the presence on our highways of trucks or truck com 
binations. The trucking industry has progressed in conjunction with 
highway transportation and the future of truck transportation lies 
on the highways, roads, and streets of our country. There may be 
isolated instances where alternative methods may lend themselves to 
better service, but as a general rule the future of the trucking in 
dustry is dependent upon the development of an adequate highway 
system. 

In this discussion of the matter, I should like to divide my subject 
into two parts, the first having to do with the hauling of trailers by 
vessels in protected waters, the second with reference to the operations 
in unprotected waters. 

In the first group an operation which has caused the most comment 
and newspaper interest was the one between Albany and New York. 
The service was started with two converted tank landing ships, or 
LST’s, sometime in mid-August 1947. For the next year it had : 
rather checkered career. At its inaugur: a teamsters union mem- 
bers refused to drive to the landing docks at Albany on the grounds 
that each trailer shipped by water deprived an over-the-road driver 
of a job. 

I am saying this objectively, not in criticism of anyone. 

This, in turn, led to a controversy between the teamsters and the 
American Federation of Labor Longshoremen’s Union, which wound 
up ina strike on all the docks in Albany. Other events in the order of 
their happening included an injunction obtained by the National Labor 
Relations Board against the longshoremen’s union, cancellation of 
docking rights by the port of Albany, a suit by Trailerships for 

$500,000 damages against Local 294, Teamsters Union, NLRB with- 
draw al of injunction proceedings against the longshoremen’s union, a 
reported settlement of the diffic ulties with the teamsters’ union, the 
regaining of docking rights, a resumption of sporadic service, and 
other developments. 
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In mid-December of 1948, announcement was made that Trailerships 
had been reorganized and anticipated a full schedule during the winter. 

These LST’s handled 2 levels of trailers, 46 in number, loaded to 
either level by means of ramps. During the height of labor difficulties 
at Albany in 1947, it was proposed to operate the 2 vessels in a new 
service between Baltimore and Norfolk, Va. No agreement could be 
reached with the drivers in that area, however, and the service was 
never started. 

At the time that the Albany-New York service was being instituted, 
I recall that there was a great deal of dickering going on as to the rates 
to be paid the boat operators for hauling the trailers. The motor car- 
riers, because of the slowness of the service, could not put abroad the 
vessels trailers carrying high-class freight where speed of devlivery 
was of the essence. They could only tender trailers containing low- 
grade freight where speed was not a factor. So it took some time to 
work out a rate for hauling the trailers because of this fact. 

The operation did not last very long, and was finally suspended. In 
June of 1952 the service was revived by the American and Overseas 
Chartering Corp., which had bought the two vessels the year before. 
This service did not last very long either, and was suspended in May 
of this year. 

Punctual delivery time, and minimum elapsed time between pickup 
and delivery is the big contribution that truck transportation has made 
to our American economy, both in the field of production and that of 
distribution. That is the reason why, just asin the Albany-New York 
case, the field for water movement of traffic moving in truck transpor- 
tation is rather limited. 

Back in 1946 the Colonial Line, which operated a busy prewar serv- 
ice between New York and Providence, announced it was taking steps 
to resume its service with trailer-carrying vessels. At first, the motor 
carriers in the area looked on the service with considerable enthusiasm. 
When they thought of the numerous fogs that plague the route, this 
enthusiasm quickly waned. A shipper sending his shipments by 
motor carrier expects to have them delivered on time. He is not im- 
pressed by any excuse that the trailer is out on a fogbound vessel and 
may come to him at a time quite uncertain. 

The New Haven Railroad has been operating a flatcar service be- 
tween New York and Boston and other points on their line for some 
years. They have only been successful because they keep a topflight 
executive on this job all the time, seeing that the trailers get through 
on schedule. When anything happens and the motor carrier calls a 
shipper and apologizes because the trailer train did not come in, he is 
told by the shipper that if he had wanted rail service he would have 
shipped it in a boxcar. He shipped by motor carrier and expects a 
punctual delivery. 

Back in 1946 the Gulf Canal Lines started an operation between 
gulf ports through the intercoastal canal which is continuing to the 
present time. The service was undertaken with reconverted LCT’s, 
landing-craft tanks, purchased from the Government. Each carried 
15 trailers through special space accommodations by adding 72 feet to 
the length of the vessels. 

There are two other operations we know of for the handling of 
trailers in protected waters. One operation for handling loaded 
trailers is the New London Freight Lines operating from eastern Long 
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Island to New London, Conn. The traffic carried is largely agricul- 
tural products, including potatoes from eastern Long Island into the 
Connecticut and Massachusetts markets. 

The only remaining operation of record is that of Commercial 
Barge Lines which moves trailers between Louisville and Cincinnati. 
Commercial Barge Lines was organized some years ago to carry auto- 
mobiles on the Ohio, Mississippi, and ‘Tennessee Rivers. 

Senator Porrer. I might add there has been a certain amount of 
interest on the Great Lakes in hauling trailers from Duluth to Buffalo. 

Mr. Lawrence. They did haye the D. & C. Navigation, but I don’t 
think it was very successful. 

They operated specially designed motor-driven barges, diesel-pow- 
ered. A motor-driven barge, itself, would handle 600 automobiles 
and traveled at a speed of 17 miles per hour. By setting extra barges 
on ahead, the capacity could be increased by 400 more cars to a total 
of 1,000. I have been told that with the long runs these barges made, 
they turned in an average of approximately 10 miles per hour, 24 
hours in the day, every day of the month and year. And this was 
despite a lot of early trouble they had with the engines, which kept 
them out of service until modifications were made. The barges car- 
ried a crew of 10 men on the single motor-driven vessel, with 12 men 
when the extra barges were used for extra capacity. 

There is a combination protected-water, as well as open-water opera- 
tions here on the west coast between Seattle and Alaska. 

At the present time there is a movement of loaded trailers and semi- 
trailers between the Pacific Northwest and Alaska, conducted by the 
Alaska Freight Lines, using barges and heavy-duty tugs. 

The movement is by inland w ‘aterw ay from Seattle to the Gulf of 
Alaska, and then coastwise to Seward and Anchorage. 

An operation conducted by Ocean Van Lines was suspended in April 
of this year. This utilized converted military craft and handled 
loaded trailers and semitrailers. However, difficulties with labor 
unions over the alleged inadequacy of ventilation, and other facilities 
aboard ship, led to termination of the operation. 

The Alaska Steamship Co. conducts an operation involving the han- 
dling of loaded containers. The route is essentially the same as that 
used by Alaska Freight Lines. However, instead of barges, Alaska 
Steamship uses modified CLMAV1’s and Liberty’s. The modification 
consists of modifications in the keel to permit operations with lower 
draft. 

However, neither of the operations is an actual roll-on, roll-off affair. 
They both load and unload by means of conventional ship’s loading 
gear or cranes 

The Alaska Ste: umship plans a future operation for the movement 
of loaded household-goods trailers. This will not be a roll-off, roll-on 
but will involve loaded trailers that are delivered at stateside docks 
and moved from destination points by tractor trucks. 

Detailed statistics are not available, but it is estimated that both 
operations involved approximately 400,000 tons of freight loaded at 
Seattle for Alaskan destinations. 

The only complete deep-water operation that we know of is that 
called Operation Vanex, an Army experiment. This covered ship- 
ments of loaded trailers to and from Korea, and is regarded as having 
been highly successful. It has been stated to us that the only dis- 
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advantage in the operation was the need at both origin and destination 
ports for heavy-powered lifting equipment which was not readily 
available at times and was expensive to use. To describe the opera- 
tion, I should like to quote from a release prepared on October 2 by 
the Army as a proposed story for the Denver Post. It read as follows: 


Thanks to the ingenuity of a Denver trucking magnate, supplies for the 
fighting men in Korea are now reaching the front lines in one-fourth the time 
it formerly took for shipment by sea. 

In a war where firepower and superiority of equipment were matched against 
large quantities of manpower, the supply problem in Korea was among the 
toughest and most important the Army had to face. The problem was this: 
How to get large amounts of supplies to the front lines in the shortest possible 
time? 

Late in 1951, the Army found that it took an average time of 80 days, from 
the point of dispatch to the front lines, for materials shipped by sea to reach 
the troops in Korea. By air, this time was cut to 14 days, but air freight was 
too expensive * * * and the load limit * * * was too low to permit shipment 
of large quantities of materials. 

The Office, Chief of Transportation, D/A, conceived the idea of using com- 
mercial semi-trailers to rapidly move freight directly from CONUS depots 
to overseas depots. The question of availability of trailers was presented to 
Washington representatives of the trucking industry for advice. While the 
problem was being talked about in the transportation industry, it reached the 
ears of John W. (Bill) Ringsby, president of the Ringsby Trucking Co., of 
Denver, one of the top 15 trucking firms in the country. Ringsby’s company 
operates some 600 units, from its 32 main terminals, over 4,000 miles of highways. 

The final Army plan called for the loading of the trailers at supply depots, 
and then driving them to ports of embarkation on the west coast, where they 
would be loaded on the ships as deck cargo. 

When the ships reached Korea, the trailers would be unloaded first and swung 
over the side to the dock where waiting tractor cabs would pick up the trailers 
and haul them directly te the front lines, if needed. 

Ringsby went to Washington, D. C., where he diseussed the project known 
as Operation Vanex with the Chief of Transportation, D/A. 

As a result of a low bid in competition with several other large trucking 
companies, the Ringsby Co., was awarded a 6 months’ contract for furnishing 
commercial trailers to the Department of the Army’s Transportation Corps. 

Forty-six Fruehauf trailers, each with a 32,000-pound capacity, were water- 
proofed and made ready for Operation Vanex. The project went ahead on an 
experimental basis, and the war goods started reaching Korea early this year. 

The results of Operation Vanex were immediate and successful. The time 
for shipment by sea dropped from 80 days to 20, only 6 days longer than airlift 
freight. 

In addition, the Army was able to ship bulky supplies quickly and easily, 
using Operation Vanex equipment. Complete communication sets, medical 
supplies, and all types of ordnance parts all were loaded on the trailers here 
in the United States and were unloaded 20 days later in Korea. 

The Ringsby Co. has received letters from former employees and other Den- 
verites now serving Korea expressing surprise at seeing the familiar orange 
and black vans rumbling along Korea’s dusty roads. 

Ringsby rents the trailers to the Army on a per diem basis. The project is 
experimental, and no announcements have been made as to the costs of opera- 
tion, the problems encountered, or benefits obtained. 


Shortly after World War IT, the late H. F. Alexander visited us 
regarding the Albany-New York service which I have referred to 
previously and showed us some proposals he had for coastwise ves- 
sels, both on the Atlantic coast as well as on the Pacific. The Atlantic 
coast proposals covered 4 different routes with a total of 14 vessels 
which would have a speed of 23 knots. 

The Pacific coast proposal embodied 2 vessels which would operate 
as combination passenger boats, with space for 176 trailers, between 
Los Angeles and San Francisco. 
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These two Pacific coast ships progressed to the point where, in 
October 1949, bids had been taken for them, the Sun Ship Building 
Co. being the low bidder, according to published reports. Appar 
ently, the proposal never cleared the Maritime Commission, as the 
vessels have not yet been construc ted. 

Mr. Alexander furnished us blueprints of these vessels, and just 
before leaving Washington, I had the opportunity to refresh my 
memory while looking over the plans. It may have been that, in 
detailed plans that were prepared, some design was set up for secur- 
ing the trailers in the hold of the vessel. An examination of the 
general blueprints which we have indicates that this factor is not 
covered. 

[ bring this matter up because, in years gone by, I had considerable 
experience with the matter of shipping automobiles unboxed in over- 
seas trade. After considerable unsuccessful dickering with the United 
States Shipping Board and the various steamship conferences, in the 
late 1920’s, we finally induced Arnold Bernstein of Hamburg to 
tart hauling them in a specially equipped vessel experimentally. 

At that time I was on the manufacturing side of the picture, and 
a tremendous problem facing us was the matter of boxing motor cars 
and trucks for export. The boxing operation was not a mass-produc- 
tion job. It was done by house carpenters. So, with a million cars 
and trucks moving into export, it had become a serious bottleneck. 
In addition, a boxing job at that time for a Chevrolet ran to about 
$65, for a Cadillac about $130, plus all of the expense of lifting, 
drayage, reassembly, that ran the cost into several hundred dollars 
per unit. 

The Bernstein experiment was so successful that it was not long 
before he had almost a dozen ships on the North Atlantic run. He 
called them “garage boats” because the cars were brought aboard by 
use of an elevator over the side from either a barge or a pier apron, 
and went down into the various decks by means of fixed elevators 
located where the old hatches had been. 

Two problems presented themselves. One was to ballast the ship 
properly, but that was handled, because the lower deck was loaded 
solid with heavy farm tractors, which were moving in terrific quan- 
tity at that time. 

The other problem was that of tying down the cars. Each car was 
satisfactorily tied down at all four corners by a lanyard or turn- 
buckle screwed into the deck. They rode fine, unless a tire went soft. 
With that play, a car might break loose in a rough sea and do untold 
damage to the other cars in the hold. The trouble was solved by 
having tire-service men, with compressed air lines, constantly in at- 
tendance over the cars. 

I merely mention this situation to illustrate a few points I would 
like to bring up as to the carriage of trailers by ships in deep water, 
particularly when it is rough. 

These trailers ride on springs, of course, and in a rough sea the 
trailers would roll on their springs just as the ship did. The only 
way to handle that is to put U-bolts on them until you get them down 
rigid. The only difference is that they wouldn’t ‘roll the same way 
at thesame time. This is borne out by experience on the Cape C harles 
ferry, which often hits rough water in its run through Hampton 
Roads. Trailers aboard get swaying, and there have been numerous 
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cases Where one rolled one way and another rolled the other way, 
knocked their tops together, and seriously damaged the marker lights 
on the sides of the vehicles, as well as the bodies, themselves. 

None of the designs I have seen, either, of proposed trailerships 
have given much thought to properly ballasting the ship. 

The best estimates I know as to the average de snsity of commodities 
handled in truck trailers come out at about 18 pounds per cubic o 
This compares with 40 pounds per cubic foot, the weight of coal, « 
the breakpoint on which weight or measurement rates are decided in 
steamship traffic. But this 18 pounds per cubic foot only covers the 
inside of the body of the trailer. Under a 30-foot trailer, there is a 
space of 960 cubic feet occupied only by a single tandem axle and 
the landing gear. 

In the case of the tandem axles, this space would be occupied by 
3,500 pounds, or 3.6 pounds per cubic foot. With a single axle, 1 
would only be occupied by 2,300 pounds weight, or 214 pounds per 
cubic foot. If trailers were carried on a single deck, this area carry- 
ing extremely light weight would run to 4 feet in height, double deck 
8 feet, or if they were carried on 3 decks, 12 feet. Without any offset, 
it would tend to raise the center of gravity of the vessel. 

I know Seatrain have been able, over their routes, to pick up some 
heavy residual oil traffic in their bottoms, and that ballasts it. You 
can see you would have to have some kind of ballast on a ship of this 
type to make her seaworthy, and you would want to carry something 
that paid out. 

Senator Macnuson. What about the ship that has two keels, where 
they run them in the middle? 

Mr. Lawrence. I have not seen those designs yet. 

Senator Magnuson. Didn’t “H. F.” talk to you about that? 

Mr. Lawrence. No; he didn’t get to that point. 

Senator Magnuson. They have had a successful run of one of them. 
His idea was to run them in the middle. 

Senator Porrer. Where do we have Seatrains operating today? 
Aren't they in the Caribbean / 

Mr. Lawrence. Around Florida, over into Texas, over into Cuba. 

Senator Magnuson. We have some on Puget Sound. 

Mr. Lawrence. In discussing this whole matter with the engineers 
in our organization, they seem to think that for long-haul deepwater 
transportation, the container and not the trailer is the vehicle that 
should be used. Not only are they impressed with the possible damage 
to the trailers through the swaying motion which I have spoken of, 
as well as the lost space in the ship, but also the matter of licensing 
the vehicle. If it was just being taken from a point in one State 
to another point in the same State, the matter would be quite simple. 
But when the trailer was taken into another State or Territory, and 
a new license was needed, an expense would be entailed that would not 
be the case by using the simple demoutable body or container that 
could be moved from one vehicle to a vessel and back to another 
vehicle at destination. 

It may be that in this container handling, the car-type of ferry 
loading through the stern would be the ideal type of vessel. It is 
certain that present- -day construction does not adapt itself to handling 
containers 1n quantity. 
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Here is a little pet hobby of mine that I would like to mention in 
closing. I happened to have been on a technical committee of the 
International Chamber of Commerce back in 1930 and 1931 and 
suggested this change. Most of the steamship men on the committee 
were Europeans and they said they had never built ships that way and 
never could. It is just an idea. 

After all, the present-day method of constructing an oceangoing 
general freight carrier has descended to us from the original Phoenic- 
ian galleys. It is a vessel equipped with two or more decks. Cargo 
is fed down through hatches and moved over these decks to point of 
storage. 

The present-day general cargo ship has had athwartship bulk- 
heads put in for strength. Why couldn’t we redesign the vessels so 
that they are not equipped with decks at all, except the top deck, build 
them full of pockets? 

The old galley was an open vessel decked over with a hatch here 
and there. To increase its capacity, they put on a second deck with 
hatches or a third deck, as might be required. Why could we not 
redesign vessels so they are not equipped with decks at all, except the 
top deck. Build them full of pockets made by a series of perpendic- 
ular bulkheads, both transverse and longitudinal. Each pocket would 
have its own individual hatch cover. 

Such a ship could handle bulk cargoes quite easily, and at the 
same time would be ideal for raising and lowering containers or 
pallets down into the pocket until it was built right up to the upper 
deck, with no necessity of moving heavy objects away from the 
hatches along the lower decks. 

It would create a problem on some things, but you could get angle 
irons and slip them over the top of one pallet so the next could hit 
on it when it comes down, close them in and do it again. It is a 
little thought that I would like to leave with the committee. 

Senator Porrer. Do you have any designs? 

Mr. Lawrence. No; I have not designed it. I was just brought up 
on the water. 

Senator Magnuson. Have you ever given any thought, John, to the 
pockets on the side of the vessel ? 

Mr. Lawrence. I am thinking of it right down through the hull. 

Senator Magnuson. Pockets on the side, open the door and run it 
in? 

Mr. Lawrence. They might not be as seaworthy. This would keep 
the skin of the ship solid. You could bring in the units and drop 
them in. You could load the ship through these multiple hatches on 
deck. In other words, it has always impressed me that your bulk 
carriers have built the cheapest transportation in the world on the 
Lakes, the tankers. The tanker is a special type of construction, a 
special ship fitted for a certain job. 

I think at one time I saw a comparison where it was shown that 
a pipeline was about one-third the cost of shipment by rail, and a 
tanker would take it at a third of what a pipeline could. 

Whether a little thought could be spent on the general cargo matter, 
which seems to be in the doldrums, or not, I could not say. 

Senator Maanuson. I take it, then, that even though you are a 
trucker, you favor that we recommend more experiment along this 
line, cutting down handling costs or more efficient handling of cargo? 

Mr. Lawrence. I do. 
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Senator Porrer. I want to thank you kindly for you statement. 
The committee will be in recess until 2 o’clock. 

We have a letter from the Pacific Intermountain Express, which 
will be made a part of the record at this point. 

(The letter referred to is as follows :) 


PACIFIC INTERMOUNTAIN EXPRESS, 
Oakland 4, Calif., October 21, 19538. 
Hon. JoHN Drewry, 
Special Counsel, Subcommittee on Maritime Subsidies, 
Senate Committee on Interstate and Foreign Commerce, 
San Francisco, Calif. 

DEAR MR. DreEwrY: We respectfully request that this statement be considered 
in connection with the subject of this hearing on maritime subsidies. 

In our opinion, this country needs a strong merchant marine. Because of 
the present condition of world politics, it is vitally important that the United 
States be a strong sea power. Our security requires that we be ready for 
any emergency that is forced upon us. Readiness implies more than warships, 
guns, and trained military personnel. ‘It is to our advantage to fight any war, 
as much as possible, in enemy territory far from our own productive centers. 
An adequate merchant marine is vitally necessary to transport men and materials 
to these distant bases and battlefields. Many of the essential materials for 
our industry must be obtained from foreign lands, In a time of war would we 
be safe in placing all this responsibility in the hands of foreign shipping? We 
do not think we would. 

The cost of building a ship in American shipyards is more than the same 
ship would cost built in a foreign shipyard. The cost of operating a ship under 
the American flag is greater than operating the same ship under a foreign flag. 
Chis is equalized under our maritime-subsidy system, making it possible for 
American-flag ships to operate on a cost parity where they can compete fairly 
with foreign shipping. 

We do not believe our country can enjoy the benefits of a strong merchant 
marine unless we give the merchant marine a measure of protection as we do all 
other forms of transportation. We believe maritime subsidies are in the public 
interest and should be continued. 

Yours very truly, 
PARKMAN SAYWARD, 
Vice President, Sales and Traffic. 


(Whereupon, at 12:12 p. m., the subcommittee recessed, to recon- 
vene at 2 p. m. the same day.) 


AFTERNOON SESSION 


x 


(The subcommittee reconvened at 2:20 p. m., Senator Charles E. 
Potter presiding.) 

Senator Porrer. The subcomittee will come to order. Is Mr. Johan- 
sen here? Mr. Johansen, it is nice to have you with us. You may 
proceed. 


STATEMENT OF R. L. JOHANSEN, TRAFFIC MANAGER, CALIFORNIA 
PRUNE AND APRICOT GROWERS ASSOCIATION ; MEMBER, STATE- 
WIDE TRANSPORTATION COMMITTEE, CALIFORNIA STATE 
CHAMBER OF COMMERCE 


Mr. JOHANSEN. My name is R. L. Johansen. I am traffic manager 
for the california Prune and Apricot Growers Association of San 
Jose, Calif. 

[I appear here speaking in behalf of the California State Chamber of 
Commerce and the California Prune and Apricot Growers Associa- 
tion. 
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The California State Chamber of Commerce is a statewide organi 
zation which endeavors to achieve and promote a better understanding 
of California’s problems by giving agriculture, industry, and other 
interests a statewide point of view of their problems and by providing 
an agency for united action. 

The State chamber attempts to coordinate the independent efforts 
cf various individuals, groups, and organizations on matters of state 
wide importance to the end that the strong force of united action 
may be brought to bear with a minimum of duplication and expense. 
The State chamber has, as one of its primary objectives, the provision 
of facilities for the study, planning, and development of adequate 
transportation to the end that trade and commerce might be increased, 
travel stimulated, and the markets for California producers and dis 
tributors be extended. 

Specifically, the matters of pertinent interest to the members of the 
Special Subcomittee on Maritime Subsidies, Committee on Interstate 
and Foreign Commerce of the United States Senate, are the following: 

(1) The State chamber is in support of an adequate American mer- 
chant marine under private ownership and operating in the interest 
of national security and foreign commerce ; 

(2) The State chamber favors in principle the accomplishment of 
the national policy as expressed in the Transportation Act of 1940, “To 
the end of developing, coordinating, and preserving a nationai trans 
portation system by water, highway, and rail, as well as other means, 
adequate to meet the needs of the commerce of the United States, of 
postal services, and of the national defense”; and 

(3) The State chamber favors in principle the continued payment 
of construction and operating subsidies for American foreign-trade 
shipping which is necessary in order to meet foreign competitive con- 
ditions brought about by operating differentials nec cessary to offset 
foreign-flag costs. 

In connection with the items of particular interest to your com 
mittee, namely, the construction and operation subsidies, we have the 
following comments: In enunciating the above policies relating to 
subsidy matters, the State chamber of commerce is interested in see ing 
the Nation maintain a ship-construction industry which will provide 
for shipbuilding requirements in time of national emergency. In con- 
nection with the operating subsidy, the position has been taken that 
American ship operators must be in a position to provide a merchant 
marine carrying the American flag, even in the face of severe competi- 
tion, and where it m: iy be necessary for the Federal Government to 
absorb through subsidies some of the differences between American 
and foreign operating costs. 

This concludes my statement for the California State Chamber of 
Commerce. My statement for the California Prune and Apricot 
Growers Association is as follows: 

The California Prune and Apricot Growers Association is a non- 
profit cooperative organization consisting of approximately 5,500 
grower members engaged in the processing, handling, and marketing 
of its members’ production of dried fruits. We ship on an average of 
approximately 12,000 tons by water, of which 3,000 tons move yearly 
to foreign markets, and the balance to domestic markets. 

As traffic manager of an organization which disposes of its products 
in foreign as well as domestic markets, and uses the services of water 
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carriers in connection with such operation, we offer the following 
information : 

1. Our products are sold to European markets on an f. a. s. San 
Francisco Bay points basis and in practically all transactions we are 
instructed by our buyers to use foreign-flag ships. 

Mr. Sueuiey. Instructed by your buyers? 

Mr. JOHANSEN. Yes. 

Mr. Suetiey. Foreign buyers? 

Mr. JoHansen. Yes. The lines operating to Europe—I would like 
to clarify that by saying “continental Europe and the United King- 
dom’”’—maintain regular service from Pacific-coast ports and rates are 
kept on a uniform level through the activities of the Pacific Coast- 
European Conference. There is only one American-flag service avail- 
able to us in connection with our shipments to Europe, and we are 
prevented from doing any considerable amount of business with this 
due to the standing instructions of our buyers to use certain foreign- 
flag ships. We find the service and frequency of sailings available to 
us through use of foreign-flag ships satisfactory. 

Our business to oriental ports at present is not heavy, and the 
shipments we do make usually go forward on American-flag ships. 
We do a good business in Hawaii, and those shipments are forwarded 
on American ships. 

There is a good market in South America for our products, and 
practically all of our shipments move on American ships. 

We are particularly interested in the service afforded us by 
American operators in the intercoastal trade. At the present time, 
we have regular and dependable service, with uniform rates, available 
to us through the services of the Luckenbach Steamship Co. and the 
Waterman ‘Steamship Corp. Our average yearly handling of dried 
fruit during the past 5 years is 65,000 tons, and approximately 15 per- 
cent of that tonnage, or 9,750 tons, moved to gulf and Atlantic sea- 
board ports. Our shipments i in this trade have been increasing yearly, 
and we believe will continue to do so as long as we have regular and 
dependable service. 

Senator Porrer. Do you have any questions, Senator Butler? Sen- 
ator Magnuson? Mr. Allen? Mr. Shelley? 

We wish to thank you kindly for your statement. 

Our next witness is Mr. Gleason. Mr. Gleason is with the Kaiser 
Steel Corp. We are happy to have you aboard. 


STATEMENT OF WILLIAM J. GLEASON, EXPORT MANAGER, KAISER 
STEEL CORP. 


Mr. Gugeason. My name is William J. Gleason. I am export man- 
ager of Kaiser Steel Corp. of Oakland, Calif. Prior to my associa- 
tion with this company in 1942, I was in the steamship business for 
approximately 11 years. 

Kaiser Steel Corp. is engaged in the production of various iron 
and steel products, with a fully integrated steel mill located at Fon- 
tana, approximately 65 miles east of Los Angeles harbor. Our pro- 
duction at Fontana is approximately 114 million ingot tons per 
annum, consisting of a diversified line of steel products, including 
steel plates, sheets, structural materials, pipe, tinplate, and seenifinidhed 
steel products, including pig iron. 

36174—54—pt. 216 
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Last year we exported approximately 26,000 tons of these products 
through Los Angeles and San Francisco. 

We have contractual arrangements with the Basalt Rock Co. for 
the fabrication of large-diameter line pipe. This plant, which has 
a capacity for the production of 28,000 tons of line pipe per month, 
is located at Napa, approximately 70 miles northeast of San Fran- 
cisco, 

Our steel plant was built in its present location with the export 
market definitely in mind. We maintain sales representatives in all 
of the major steel consuming markets. This would include any over- 
seas market within reach by direct steamer service and reasonable 
ocean freighting costs. Naturally, those areas bordering on the 
Pacific Ocean are prime markets for our products. 

We have followed a policy of favoring American-flag vessels with 
our export shipments. By this practice, however, we do not mean 
to say that we do not use foreign-flag vessels, as in certain trade 
routes foreign-flag vessels are performing excellent services. The 
policy of favoring American-flag vessels has its obvious advant: age 
to an American exporter. 

It is of direct interest to American-flag ships to promote and de- 
velop trade to and from the continental United States. On the other 
hand, we believe that foreign-flag vessels are primarily concerned in 
promoting commerce to the benefit of their own countries. 

We favor American-flag vessels inasmuch as the ownership and 
operation of the vessels are controlled by American citizens located 
in the United States, thus providing us with the opportunity to deal 
directly with the officials of the various American lines on problems 
involving ocean transportation matters. 

It is our duty and obligation to support American-flag vessels to 
assure a strong and vigorous American merchant marine for the na- 
tional welfare and security of our Nation. 

Not only is it essential to the American exporters to maintain a 
strong American merchant marine to provide adequate and assured 
service in the trade lanes of international commerce, but American 
investments abroad must have the protection of the American flag 
remaining on the high seas. 

I think it would be helpful to your committee if I were to describe 
a very current and important issue now pending on this coast, and 
which has to do with the ocean freight rates to the Orient from the 
west coast as against the ocean freight rates from the Atlantic 
coast. During the past several years, west coast interests have en- 
deavored to bri ing about a more fair and equitable freight rate differen- 
tial on traffic moving from this area to certain Far Eastern destina 
tions. Many discussions have been held on the subject, which has 
had the wide support of port authorities, chambers of commerce, and 


orters 

Not withstanding the obvious equity of the shippers’ position and 
the universal support given to the program, no progress has been 
made in the 214 years of continuous negotiations with the operators. 
The Far Eastern area is our natural market. The time and distance 
factor is in our favor. The advantage of San Francisco in ocean 
distance to Manila compared with the distance from New York is 
approximately 5,000 miles, and from New Orleans 4,600 miles. 








MERCHANT MARINE STUDIES 915 


The advantage to San Francisco shippers represented by the addi- 
tional transit time from Atlantic and gulf ports is approximately 14 
to 21 days. This is a very potent sales advantage when applied to 
the transit of goods, but it is totally unrealistic if the west coast fails 
to secure an advantage in transportation costs by the failure of 
steamship lines to recognize the favorable geographical position of 
the west coast in relation to the important Far East market. 

Senator Porrer. Do you mean by this that it costs as much to ship 
to the Orient from San Francisco as it does from New York? 

Mr. Guieason. That is right. In the case of our own products, 
which I am closely familiar with, it costs us more to ship our steel 
from Los Angeles harbor to Manila, ports in the Far East, than it 
does Baltimore, even though we have the favorable distance. 

Mr. Suetitey. What about New Orleans? Is there any differential 
there? 

Mr. Guieason. The same rates that apply from New York and 
Baltimore apply from New Orleans. So the same relationship would 
be out of New Orleans. 

Senator Porrer. What is the argument behind their rate struc- 
ture ¢ 

Mr. Guxrason. Well, I was going on here to explain it. 

Senator Porrer. Go right ahead. 

Mr. Guieason. The natural advantage that should accrue to west 
coast industry by their closer proximity to the oriental market does 
not exist. We believe, in general, that the American-flag operators 
have been conscious of the problem and have been endeavoring to 
work out a solution. On the other hand, we have had no concrete 
evidence of support in this inequitable rate situation from our 
foreign-flag operators. The ocean freight rates from the Pacific coast 
to the Far Eastern areas are controlled by the Pacific Westbound 
Conference, whose membership is made up of 31 steamship lines. 
Nine of these lines fly the American flag, and the balance operate 
foreign-flag vessels. Twenty-one of the lines making up the mem- 
bership of ‘the Pacific Westbound Conference are, likewise, members 
of the Far East Conference, which controls ocean freight rates from 
the Atlantic and gulf coast to the Far East. In other words, about 
70 percent of the membership of the Pacific Westbound Conference— 
which is the group which makes the rates from this coast to the 
Orient—have divided interests serving both the Atlantic and Pacific 
coasts. The few American-flag operators whose principal business 
is confined to the promoting and carriage of goods from west coast 
ports to the Orient, and who would naturally support the west coast 
exporters’ request for an equitable freight differential, appear to 
have little opportunity to overcome the dominating position of the 
foreign-flag members of their Conference. 

Summarizing the foregoing, west coast industry is entitled to a 
freight differential to its natural markets in the Pacific area and we 
believe that such an objective can only be attained by supporting a 
strong and aggressive American-flag operation on this coast whose 
primary interest is to the expansion of west coast trade. 

Thank you for the opportunity of appearing before your committee. 

Senator Porrer. Thank you kindly. Senator Butler, do you have 
any questions? Senator Magnuson? 
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Mr. Suetiry. Mr. Gleason, how do the rates from the Pacific coast 
to Europe compare with the rates from the Atlantic coast to Europe? 
I am just giving you the reverse of the situation to the Far East. 

Mr. Gieason. Actually, Congressman Shelley, that has been one of 
our potent arguments, that we have tried to point out that they do have 
a different situation in the European run. The rates from the Pacific 
coast to European ports of call, again in the case of steel products, 
with which I am familiar, are approximately twice the rates from 
Baltimore. In other words, the rates from here to Europe are ap- 
proximately double the rates that apply out of Baltimore to Europe. 

Mr. Sueiiey. So there is a higher cost from here, based upon the 
longer haul on the European run, but you have the same rate, whether 
it is from the Atlantic, gulf, or Pacific to the Far East? 

Mr. Greason. That is right. 

Mr. Suetitey. Which bottles you up, as far as shipment from here 
is concerned ¢ 

Mr. Gieason. That is correct. 

Senator Porrrer. That is controlled by your foreign operators who 
operate also from the Atlantic coast ? 

Mr. Gieason. We feel that may be at the bottom of it, Senator 
Potter. We have never really gotten into it to find out, because you 
have to ask some questions on that score. But I think that the mem 
bership of the two conferences, broken down, make it pretty obvious 
that the foreign-flag carriers are going to dominate the ratemaking 
of either one of those groups. 

I think as long as the conferences are dominated by foreign-flag 
vessels, again I fall back to my statement, I think their first allegiance 
is to their own country. 

I believe this could be a correct statement, that many of these for- 
eign-flag operators cannot make the decision here, that it has to go back 
to their principals in the foreign country, and I believe that has its 
effect on whether we can get satisfactory rates. 

Mr. Suetiey. Mr. Mayer is here, who is secretary of the operators’ 
association. Bob, could you tell us whether there is an inclination on 
the part of the operators on this coast, or whether there has been any 
discussion among them, toward trying to seek a change in this situa- 
tion so that there could be established a lower rate from the west coast 
to the Far East than exists from the gulf and east coast? 

Mr. Mayer. I can say this much, Mr. Shelley, that there have re- 
cently been discussions between the Atlantic and Pacific coast operators 
looking toward accomplishment of a solution to the problem. There 
have been discussions as rec ently as a month or more ago. I under- 
stand they are of a continuing nature. 

The whole problem, however, of freight rates, is handled, as Mr. 
Gleason has stated, in the conference system. You will have a con- 
ference witness later. 

Senator Burier. Mr. Gleason, internally, your situation is just the 
reverse, isn’t it? In other words, you sell steel products in California 
where you have no freight for the same price that you sell them in New 
York, where you do have freight; so the closer you sell them to home, 
the more money you make? 

Mr. Guieason. That is correct. 

Senator Butter. Externally you suffer, but internally you gain? 
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Mr. Gurason. That is right. 

Senator Burter. Why those things should be, I don’t know. 

Senator Porrrr. Of course, the steel company in New York would 
gain both ways, I would assume. 

Senator Burier. That is right. They have a little of the edge. 

Mr. GuieAson. Of course, we follow a practice, as do our competitors, 
of meeting the closest competition. That policy was announced just 
recently by one of our major steel mills. 

Senator Burier. If you sell to a man that picks up at your plant, 
you charge him the same price that you would sell to a man in New 
York where you have to freight it all the way from California to New 
York ? 

Mr. Gieason. We would absorb that freight. 

Senator Burier. That is one of the other problems we have to face 

Senator Magnuson. Isn’t it the same with them? Is it all f. 0 
Pittsburgh ¢ 

Mr. Guieason. No; I believe that there would be various forms of 
selling. Up until recently, it has been at the plant; but more recently, 
the price quotations have been on an f. a. s. basis or “ec. and f.” basis, cost 
and freight at the destination. 

In the case of this rate situation from the Pacifie coast to the Far 
East, the argument has been put forth that, “Fine, we give you a 
differential of 20 percent.” And I might mention at this point that 
I have read some testimony on the MSTS, that those fellows have been 
pretty smart in getting a rate differential established on traffic moving 
from this coast, as against the Atlantic coast, of some 19 percent. 

Actually, if we had a differential out here, I don’t believe that the 
Far East Conference would have to reduce their rates to meet it. The 
steel companies in the East are competitive with the west coast in- 
dustry and can very well absorb that freight, as they are doing in the 
domestic market. So I do not think there is a problem there from 
that standpoint, if I got your question right. 

Senator Porrer. Are there any other questions? We wish to thank 

you, Mr. Gleason, for your statement. 

Mr. Loveless, we are pleased to have you with us. You may pro- 
ceed, 


STATEMENT OF BRAMAN H. LOVELESS, MANAGER, SAN FRANCISCO 
OFFICE, JAMES LOUDON & CO., INC. 


Mr. Lovetess. Mr. Chairman and members of the committee, my 
name is Braman H. Loveless. I am manager of the San Francisco 
office of the James Loudon & Co., Inc. Our company has been engaged 
in foreign freight forwarding, custom house brokerage, and marine 
insurance business since 1923. We are, therefore, most vitally in- 
terested in the maritime industry. 

1 entered this field of trans pers ition in 1935, when I was employed 
by the Oceanic & Oriental Navigation Co., in Los Angeles. Since 
that time I have worked for 2 other steamship Daguheie and a truck- 
ing firm, all 3 firms being directly connected with foreign shipping. 

During the past 4%4 years, I have been engaged in the foreign 
freight forwarding business. In this business, our company serves 
hundreds of shippers who both export and import cargoes from 
every State in our Union to practically every foreign country, and 
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import commodities from these countries into our States, both coastal 
and interior. 

During this period, it has been my observance that the American 
merchant marine is definitely needed by us Americans, first in sup- 
port of our national defense, secondly as the basis of not only our 
maritime industry, but the entire economy. I am certain that the 
importance of an American maritime fleet to our national defense 
has been well explored, and is well-known and firm in everyone's 
thinking; therefore, in view of time, I prefer to limit my remarks 
to those of our peacetime economy. 

First, I firmly believe that, while the maritime industry alone 
constitutes a good percent ige and vital part of our national income 
and economy, the entire industry of the United States is basically de- 
pendent upon the maritime industry, and to me it is only natural that 

should desire to protect and insure the sources of supply and 
avenues of markets for our industry. 

I have seen the American cargo fleet depleted, while foreign-flag 
vessels, supported by their governments, have come to the forefront, 
and at times have been the principal carriers to whom the American 
industry could look for carriage of their cargoes. To me, this is not 
a healthy business situation, as not only do we need the American 
fleet. which is naturally in sympathy with American shipping prob- 
lems, but whose head offices are available here in the United States, 
with whom the American businessman can quickly and efficiently dis- 
cuss his problems, and the two can cooperate in working out mutual 
problems of each other’s industry for the advancement of these 
industries. 

I believe America should be represented on the high seas by a 
modern American fleet and I understand this needs American sup- 
port in the form of subsidies, for which I am in full accord. We do 
not merely benefit from foreign trade by having a first-class American 
fleet. It is not just the coastal cities’ trades and industries and labor 
which benefit from this industry, but in the construction alone, I 
venture to say that it is the interior industries and labor, such as steel, 
machinery, paint, hardware, glass, and many others, which derive 
the greatest benefit from construction and maintenance of the Amer- 
ican merchant marine. 

We have experienced many instances wherein the trade and com- 
merce has been hindered due to insufficient steamship service from 
the west coast, the result of which has made our clients uncompetitive 
with foreign suppliers, and some clients’ business retarded due to 
the inability to sell their products due to the inability to deliver their 
merchandise. I particularly refer to services to suc ‘h points as Aus- 
tralia, Okinawa, Africa, and South Sea 5 ports. This situation 
could be alleviated with the assistance of a stronger and better 
American merchant marine. 

In conclusion, I feel that a strong, modern American merchant 
marine is a necessity to the national defense and well-keeping of the 
entire industry of our United States. 

Thank you very much. 

Senator Porrer. Thank you kindly. Are there any questions? 

Mr. Arten. Did I understand you to say that there have been in- 
stances in which American firms could not deal with points in the 
Pacific because there was no American ship? 

Mr. Lovevess. Definitely. 
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Mr. Auten. Could you elaborate on that and give examples? 

Mr. Lovetess. Would you repeat that ? 

Mr. Auten. Could you give examples of what situations you have in 
mind? 

Mr. Lovexess. I think I said they couldn’t compete economically 
and their business had been retarded. As far as points in the Pacific, 
I know of many, many instances where American cotton shippers 
could not put their cargoes into India economically and compete with 
the world cotton market. 

Personally, in the last 3 years, I have had practically 50 percent of 
my business dealings with Okinawa, which, as you know, is being 
built up by the American forces. There is no subsidized line into 
Okinawa, and the American contractors have had a definite problem 
in getting shipping space into Okinawa. The space definitely isn’t 
available to MSTS. It is for commercial cargoes, thank goodness. 

But their money has been tied up. They pay the supplier thou- 

sands of dollars for the materials, and then maybe they have to wait 
for a month before the, can even deliver it to shipside. It takes a 
month to go there; if the east coast, it takes 2 months, and the con- 
tractor’s money is tied up 3 months before he can turn it over. He 
can’t get paid until he puts that material into construction in Okinawa. 

That is the principal thing I had in mind when I spoke of a Pacific 
port. We have had, at times, frequent service, three a month. We 
have had a time when there has been, from the Pacific coast, a sailing 
once every 6 weeks. ‘That is not good service; from the Atlantic it 
has been less frequent than that. There have been services, but by 
transshipment, not direct. Iam speaking of direct services. Trans- 
shipment is costly and uncertain. Your cargo suffers, sometimes, in 
double handling. 

Of course, there is Tahiti, Noumea, the South Sea Islands in the 
Pacific where there is no American service direct that I know of. I 
may be corrected upon that. I don’t have too much business down 
there. I had,2or3 yearsago. Papeete sailings are about once every 
2 months or 3 months. That definitely puts the American business- 
man out of competition with foreign countries. 

Mr. Sueuiy. Mr. Loveless, let’s talk about Okinawa. What would 
you estimate is the volume of cargo to Okinawa for the first 6 months 
of this year? 

Mr. Lovetess. I wish I knew. I can tell you my own volume. I 
don’t begin to handle more than, I would say, 5 percent of the business 
on the Pacific coast. But my volume this year—I hope none of my 
competitors are listening 

Mr. Suetiey. If you think it is that kind of thing—— 

Mr. Lovetess. Right now, one of the steamer lines brought me in 
$50,000 worth of ocean freight bills, three days ago, for one ship to 
Okinawa. That, in this particular contract, represents, 1 would say, 
30 percent of the job, and that job is just the windup of a contr: act 
I have that is about four times that big. When I say “contract,” I 
am an agent. My shipper had the contract. 

I imagine our ocean freight the last 2 years in Okinawa, my business 
alone to the steamship companies, ran close to $250,000. 

Mr. Suetitey. My reason for asking is that you said something 
that a great many of us will agree with, the need for expanding 
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regular service to these Pacific ports, particularly in the face of the 
argument made by MSTS at the hearings in Washington, that one 
of their reasons for constant and expanded operation in the Pacific 
is because there has been no regular service by a private operator to 
some of these places. 

Sut, conversely, is there sufficient freight to warrant a regular 
liner operation, or a regular service, to some of these ports? 

Mr. Lovetess. Well, you are asking me a question that I can only 
speak of from my own particular company’s viewpoint. In talking 
to the steamship men—lI will put it this way—I feel if there were a 
regular berth-line operator who could give frequent service, operator 
or operators, there would be more business. 

But, as far as Okinawa is concerned, it is almost like putting a 
charter together. They have to put the business together before they 
can put a ship on berth. You go and offer your cargo around. One 
steamship operator will have an offer from us, and somebody else, 
and then he can see where he can get up 1,000 tons to pay him to go 
into the port. You have to se ramble for that, and you turn down 
a lot of deals because you can’t get the service. 

Mr. Suettey. ‘That would have to be by a nonsubsidized operator, 
because a subsidized operator isn’t allowed, in most instances, to go 
off his run to pick up such a load; isn’t that so? 

Mr. Loveress. It is my understanding that there is no subsidized 
line in Okinawa, but it doesn’t say there couldn’t be. 

Senator Porrer. If you had a regular line? 

Mr. Loveress. If they put in a subsidy and included Okinawa 
in that. I think it would be an advantage to trade. I am interested 
in trade. 

Senator Porrer. Does MSTS pick up much of this cargo which is 
nonmilitary cargo for Okinawa? 

Mr. Lovetess. My particular clients’ cargo is not allowed to move 
on the MSTS vessels because no government bills of lading are al- 
allowed. I am not familiar with other clients’ cargoes. I couldn’t 
say, really. 

If a contractor in Okinawa has an Army contract or Air Force 
contract, and government bills of lading are allowed, it could move 
on an MSTS vessel. That is my understanding. 

Mr. Auten. Did I understand further that it is your opinion that 
if there had been a more adequate direct American service from here 
to India that there could have been some American farmers selling 
cotton that they didn’t sell? 

Mr. Loveress. I think there would have been, at a particular time. 
They might not have been able to sell any more cotton than was sold, 
but if there were more services to India, more cotton would be sold 
and the cost of selling wouldn’t be so great. The more cost you have, 
the higher the price to the buyer and the less competitive you are. 
If you had one railroad running from here to Detroit and back, the 
cost of your automobiles would be a heck of a lot higher than they are 
now. 

Senator Porrer. Are there any other questions. Thank you, Mr. 
Loveless. 

Mr. Bates, we are hapy to have you with us. We will be happy to 
have your statement. 
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STATEMENT OF HAROLD H. BATES, A PARTNER IN 20TH CENTURY 
GROCERY CO., JUNEAU, ALASKA 


Mr. Barres. My name is Harold H. Bates. I am a partner in the 
20th Century Grocery Co., Juneau, Alaska. I might state that 
Juneau, Alaska, is a small town of 8,000 to 10,000 people. We have 
two stores there, and ship in approximately 500 or 600 tons per 
month. We doa volume of approximately $1,750,000 per year. 

I have come to San Francisco for the sole purpose of making this 
statement, and offering any additional information which will be 
helpful to this committee in understanding the dependency of Alaska 
on water transportation, and the private merchant marine which sup- 
plies it. 

As a shipper in southeast Alaska, I would like to briefly point out 
some of our needs and problems. 

The shippers in southeast Alaska need a weekly freighter service, 
in order to lower their costs of operation. With the present shipping 
service, inventories have to be kept at a high level. A weekly service 
would cut these inventories in half. 

Senator Porrer. What is your service at the present time? 

Mr. Bares. We have what we call tonnage freighter shipments 
every 2 weeks at the present time. ‘There is 1 passenger service in 
once a week, but they do not carry the tonnage th at we desire. 

This would amount to a tremendous saving to the shippers and 
this saving would be passed on to the consuming public. As a general 
rule, 8 percent interest is being paid on the largest share of these 
inventories. In addition, high insurance rates increase costs. How- 
ever, the biggest cost factor in maintaining large inve ntories is the 
labor involved in the handling costs. In years past, small vessels 
serviced southeast Alaska ports only, and we enjoyed regular depend- 
able weekly service. I believe this is the answer to our problems 
today. The CIMAV1-type vessel which the Alaska Steamship Co. has 
been using in our area since the war is too large. Our summer space 
demands are not sufficient to produce a fair load more often than once 
every 2 weeks, and during the winter months the comp iny frequently 
sails ships from Seattle with less than 50 percent capacity used, in 
order to carry out this biweekly schedule. Smaller vessels could be 
combination freight and passenger vessels and would fill the needs 
of the southeast Alaska shipper. It is absolutely necessary that we 
have passenger vessels, as Alaskans do not wish to de pend entirely on 
air service. Furthermore, they do greatly benefit from the limited 
freight which these combination freight-passenger ships can deliver 
to the 8 or 9 ports of call. 

May I add that by the “limited freight,” I can say in my particular 
line of business that, with the service we get every other week, we are 
able to get produce in on the passenger vessel. But, of course, the 
week that the freighter sails on its schedule, we have to wait until 
that boat arrives in Juneau. 

Strikes and the threat of strikes are another factor that increases 
the cost of doing business for the Alaskan merchant. In most cases, 
I believe, these costs are passed on to the consuming public. It is my 
belief that the majority of the Alaskan shippers and merchants op- 
erate their business throughout the year at as high a rate of profit 
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possible, because of the uncertainty of a complete, uninterrupted, 
months’ operation. It is obvious that Als aaeen shippers desire to = 
a profit in their operation during the yee Therefore, I believe that 
all of them try to accumulate enough profit during the early months 
of the year to offset any loss they may suffer if they »y are fac ed with a 
3-month strike. If the strike does not materialize during the year, 
the shipper will enjoy a much larger net profit from his operation than 
he is entitled to, 

The docks are also a contributing factor to high costs. I do not 
know of any substantial dock improvement in southeast Alaska in 
recent years. I believe most docks are overcrowded and inadequate 
for the proper handling of merchandise. On the Juneau dock, one 
is required to haul his merchandise—five pieces at a time—from the 
inside of the dock with a hand-truck. This involves getting in line 
and waiting until the others are checked out at the door and then 
proceeding up a ramp to where trucks are parked at the loading plat- 
form. ‘This is a costly way to handle merchandise and these costs are 
passed right down to the consuming public. 

The introduction of containers since the first of the year has solved 
some of our problems on the docks, and during the past 6 or 8 months, 
by using containers for the largest part of our merchandise, we have 
made tremendous savings. However, all shippers are not so fortunate 

being able to ship that large a portion of their shipments in con- 
tainers. 

This container method of shipping has also eliminated pilferage 
and breakage. Pilferage and breakage has always been one of our 
problems. ‘Today, our shipments that come in containers are free of 
pilferage and breakage. Containers that arrive intact from our con- 
signor need not be checked—as we accept our suppliers’ count. This 
saves us a good many man-hours over the old system whereby all 
merchandise was thrown in a pile and we were forced to segregate 
and check item for item. 

I would also like to point out that even though we have enjoyed 
much improved service since the introduction of the containers, we 
need new vessels with suflicient cool-room and cold-storage space, 
Even now, with the improved biweekly sailing of the freighters, there 
is not enough cool-room or cold-storage space to handle the cargo, 
Consequently, a shipper may only receive a portion of his expected 
shipment. This is a major problem when you are 2 weeks removed 
from your supplier. 

Southeast Alaska is growing in population and in industry. The 
economy of southeast Alaska is sound. Therefore, I believe we are 
entitled to separate consideration from other portions of Alaska, 
Thank you kindly. 

Senator Porrer. Are there any questions? Senator Magnuson. 

Senator Magnuson. Mr. Bates, what you are saying, in effect, is 
just what Mr. Skinner has said, that we can get some improved serv- 
ice if we get the right type of ships? 

Mr. Bares. That is right. 

Senator Maanuson. Of course, you and I know how old that fleet 
is, through really no fault of the shipping company, and we also know 
that rates are high in Alaska. 

Mr. Bares. That is right. 
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Senator Macnuson. | suppose you get more complaints about that 
than anyone, because you must have that as part of the markup. 

Mr. Bares. Senator, let me point out it is not rates. 1 am not 
holding a brief for the Alaska Steamship Co. We are probably the 
largest shipper in Juneau. But the cost of getting an freight. in 
there, when it is handled so uneconomically, is what is making the 
cost to the consumer so great. 

Senator Porrer. It is reflected in the cost of living in Alaska ? 

Mr. Bares. That is correct. Let us take the last 10 or 15 years in 
my particular line of business. There must have been 10 or 12 stores 
go out of business. They were large stores. The reason they have 
gone out of business is because they cannot carry the inventories. 
When you do not have dependable service, you have to carry a large 
inventory. 

We are a large store that does $100,000 a month, and we carry $100, 
000 in inventory. Last year we carried all the merchandise we could 
possibiy warehouse. 

Senator Maenuson. I think you ought to point out, too, that there 
are no wholesalers in Alaska. 

Mr. Bares. There is none, except the West Coast Grocery in Juneau. 

Senator Magnuson. And they don’t have much storage space. 

Mr. Barres. None whatsoever. They do a smaller business than one 
of our retail stores. 

Senator Maanuson. The retailer has to be the storage space. 

Mr. Bares. He has to carry his own inventories. It is the cost of 
operation up there that makes living cost in Alaska high. It is not 
the freight rates. Naturally, we don’t like to see them any higher 
than they have to be. 

It is not the freight rates we are kicking about, but the inadequate 
service. There is no question in my mind but what our costs of 
operation, if we had weekly service only, would be 2 percent, or maybe 
3 percent, lower, which is quite an item on $2 million worth of business 
per year. 

If there are a cooling-off period on these strikes, so that we didn’t 
have to operate all year thinking September is coming and that we 
are going to lose $15,000 or $20,000, I believe there would be more 
merchants in Alaska that would operate more closely. 

Senator Porrer. Haven’t the strikes more or less subsided now ? 

Mr. Bares. During this past year we haven’t had as much trouble. 
But in the last 5 or 6 years, we have had some strikes that have put 
quite a few of our Juneau merchants in my line of business out of 
business. I believe there were six stores that went out of business, 
either bankrupt or closed voluntarily, because they didn't want to 
continue trying to operate under those conditions. 

Senator Porrer. Is it the common practice to allow yourself a 30- 
percent leeway in case there should be a strike? 

Mr. Bates. What do you mean by ‘30 percent ?” 

Senator Porrer. Didn’t you mention in your statement a certain 
percentage of profit 

Mr. Bates. I believe every merchant in Alaska operates with the 
idea that, “Well, I have to make all the money I can this month, a 
cause next month there may be a 3-months strike which will cost ¢ 
lot of money.” 

If you are going to keep your business open, you are going to have 
to charter small boats, fishing boats, herring boats, and charter air- 
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planes. In one store alone, I suffered a loss in the 1946 strike of 
$16,000. 

Senator Magnuson. How many stores do you have now? 

Mr. Bates. Two. 

Senator Magnuson. In Juneau? 

Mr. Bares. Yes. 

Senator Magnuson. How big is that business ? 

Mr. Bares. $2 million a year. Next year we will do more than 
$2 million. We do approximately half the business in town. You 
want to remember, there is quite a trading area around Juneau. 

Senator Magnuson. ! was pointing out to the committee that is 
another problem. Here is a small town with a huge trading area, in 
geographic terms, of many, many miles. It is spread out. 

Senator Porrer. How is the weather up in Juneau? 

Mr. Bares. It is raining today, I think. 

Senator Porrer. You wouldn’t advise the committee to go up there 
today ? 

Mr. Bares. Not today. 

Senator Magnuson. I want to shape this up again. I think Mr. 
Bates, Mr. Skinner, and Mr. Carlander all shape up a serious problem 
in keeping this moving as it relates to Alaska, the cost of living in 
Alaska, to have ther ight kind of ships, which I am sure Alaska Steam 
is trying to, as shown by their progressive attitude, frequencies of 
service, and the type of ship that can give that kind of service. If 
we have that, I think it will help everybody concerned. 

Mr. Bares. There has been a great improvement in the last 6 or 
8 months. 

Senator Magnuson. Amazingly, for what little it may cost the 
Government in this case, or maybe it will cost the Government noth- 
ing. The Government is going to reap a great deal of benefit from 
this because the Government people up there who buy get that dif- 
ferential in wages because of the high cost of living, because of these 
problems, and I think that probably—I recommend this to the economy 
makers—that we would probably save a lot of money by doing it, 
in the long run, and give you better service and more efficient service. 

Mr. Bares. That is de finitely what we need. 

Senator Porrer. I would assume from the testimony that has been 
given so far that you would have to treat the Alaskan problem pretty 
much of a separate problem. It is not a general maritime problem, 
as such. You have problems that are wnique in that kind of service. 

L wish to thank you for taking the time to come down from Juneau. 
I know the committee appreciates the effort you have put forth. 

Senator Magnuson. Invite the committee up there for a visit. 

Mr. Bares. I extend all of you an invitation. 

Senator Porrer. Our next witness is Mr. Moore, of the Moore Dry 
Dock Co. Weare pleased to have you with us. 


STATEMENT OF JOSEPH A. MOORE, JR., PRESIDENT, MOORE DRY 
DOCK CO. 


Mr. Moorr. Thank you, Mr. Chairman, and gentlemen, my name is 
Joseph A. Moore, Jr., president of Moore Dry Dock Co., a concern 
which has been continuously engaged in the business of ship repair- 
ing, shipbuilding and engineering since it first was established on 
the shores of San Francisco Bay in 1905, with my father, now chair- 





MERCHANT MARINE STUDIES 925 
man of the board, as an active participant then, and through all the 
years since passed. 

The records show that this concern has contributed to the construc- 
tion of over a million gross tons of ships to the great shipbuilding 
record of Pacific coast shipyards, which culminated in the construction 
of better than 42 percent of all the vessels built in the United States 
during World War II, comprising various types of vessels from 
Liberty ships and fast cargo vessels to naval auxiliaries and com- 
batant ships such as AKA's troop transports, hospital ships, sub- 
marine rescue vessels, submarine tenders, landing ships, flattops, and 
destroyers. 

The west coast entry into the shipbuilding business began with the 
manufacture in San Francisco in 1859 of the machinery for the side- 
wheel coastal service gunboat Saginaw, and was followed by the 
construction of many dry-cargo and tanker vessels, as well as ap- 
proximately 100 naval combatant ships of various types up to and 
including the time of World War I. 

Throughout all that period, ship repair operations were carried 
on, and during World War II the latter activity was greatly expanded 
and covered the repair of thousands of vessels essential to the con- 
duct of the war, concurrent with the huge building program previously 
mentioned. Ship repairs and also conversions continued active 
during the early years following World War II, and since then, 
operations on a diminishing scale have been confined to repair work, 
and a limited amount of barge construction, together with the cur- 
rent construction of five mariner-type vessels at a San Francisco 
yard. Today, the amount of available work is insufficient to main- 
tain the yards, and labor forces are being steadily reduced. 

Senator Porrer. What is the outlook for the future? 

Mr. Moorr. I am coming to that. It is not very good. Facilities 
for the construction and repair of oceangoing vessels on the Pacific 
coast are largely concentrated in the San Francisco, Los Angeles, 
Portland, and Seattle areas, where only a small fraction of the very 
considerable number of building ways, piers, drydocks and other 
facilities once continuously in use in these areas are being used today. 
A number of building ways are available in Pacific coast private yards, 
but in the main, it has been financially impossible and economically 
unwise, in view of future prospects, to fully maintain unused 
facilities. 

Lack of shipbuilding opportunities for the private yards has re- 
sulted in a state of disrepair of building facilities which will require 
considerable expenditure to correct. At the present time, there are 
only a few ways actually being used on the Pacific coast for major 
construction. The Department of the Navy and the Maritime Ad- 
ministration both are keeping several Government-owned locations on 
the coast on a standby basis, but for the most part, such facilities are 
those which would primarily be used for new construction. However, 
minimum preservation has been the rule, and with the exception of 
some 5 building basins and 4 other concrete building ways, most of 
the ways have deteriorated, it is believed, to the extent that their re- 
habilitation would require a major effort. 

Although several hundred thousand men and women were engaged 
in building and repair work at the peak of the war effort, there is now 
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a very small number at work, and there is presently no extra large 
labor force immediately available in any port on the coast. 

However, when jobs of longer duration are available, many addi- 
tional men with shipbuilding skill would be : nitractéd from their pres- 
ent more permanent jobs. A sustained activity for some time with the 
prospect of continuing work would not only attract the skilled work- 
ers, but also would encourage development of new labor supplies. It 
is a fair assumption, based upon the present outlook, that employ- 
ment in private yards will still further decline during the remainder of 
this year, with no prospect for improvement in 1954. 

Much has been written, and possibly evidence already has been pre- 
sented to your committee, regarding the function of the navy yards 
in the ship-re pair picture, but the opinion of the coast yards is that 
the Navy operations in peacetime should be confined to the exclusive 
job of servicing and repairing combatant ships which, for various 
reasons, cannot be handled by private yards. 

Substantially, that was the condition prior to World War II, when 
the navy yards employed less than half the number of men then em- 
ployed by all the private yards, whereas the navy yards today employ 
rather more than the total employment in the private y ards. Thus, 
the Navy actually is in competition with private industry, notwith- 
standing the present doubt regarding the cost of Navy work. 

It is a fact that during World War II the cost of building certain 
types of vessels was less for the Pacific coast than for the eastern 
vards, and under even conditions, it is not evident that man-hours on 
this coast would be excessive today, when compared with eastern- 
yard hours. Currently, labor rates East and West favor East, and 
a significant difference in material costs arises from the freight 
charges. Production efficiency is dependent upon volume of work 
and continuity of employment, plus good management and organiza- 
tion, together with skill and experience of the labor force, and given 
these conditions in the presence of sustained construction programs, 
there should not be too much concern regarding cost differentials be- 
tween East and West. 

The fast dwindling new construction volume in the eastern yards 
also will have a leveling effect in the matter of costs. The latter 
situation is most unfortunate, since it reflects the tremendous reduc- 
tion in the placement of orders for new ships. With the exception of 
a few naval vessels, substantially all vessels now on order will be de- 
livered by the end of next year. 

Generally, the outlook both for shipbuilding and ship repairing is 
bad, and it will remain so unless the objectives of the national mari- 
time policy, as expressed in the Merchant Marine Act of 1936, are 
maintained. That act was passed after very considerable investiga- 
tion and consideration ; its merit was confirmed by the Ship Sales Act 
of 1947, by various boards, and also by the President’s Advisory 
Commission in 1947. 

Under that act, our company contracted with the Maritime Com- 
mission, in 1938, for the construction of some C-3 vessels and thus, 
when it became apparent in late 1940 that ship construction should be 

vastly extended, we had already assembled, during the intervening 2 
years, a force of approximately 3,000 men, and from this force there 
was largely provided the supervisory force of the new yards which 
became operative in mid-1941. 





MERCHANT MARINE STUDIES 927 


In 1 week alone our labor force supplied some 160 competent men 
toanew yard. That was our experience, and I understand that other 
established yards had the same experience. Obviously, the avail- 
ubility of these qualified men substantially advanced the construction 
program, and there you have a simple and factual illustration of just 
one of the advantages of the continuous implementation of the 
Merchant Marine Act. 

Only under similar conditions may we again so quickly meet a 
similar emergency involving the national security. It follows, how- 
ever, that if the national economy is effectively and continuously pre- 
served, we shall have gone a long way toward creating conditions 
essential to national security. That fact was definitely recognized 
by both the Merchant Marine Act and the Ship Sales Act, and in 1946 
Congress found it unnecessary to change the national policy expressed 
by the act, in which the national economy is ranked as the primary 
justification for a merehant marine. 

Because comparatively new war-built tonnage was available to 
pr ivate shipping companies at reduced prices, no orders were received 
from private operators for seagoing merchant ships during 1953— 
this is the west coast—with the exception of an order recently placed 
by a local operator for three Mariners already contracted for by the 
Maritime Administration and actually now under construction. The 
fact remains, however, that the American shipping lines serving 
essential foreign trade routes have righly contended that new ships 
are the urgent need of the merchant marine and the reasons for this 
contention have been expressed many times. There appears, there- 
fore, little prospect for the placement of orders except through a con- 
struction program instigated by government under the Merchant 
Marine Act. 

In the matter of repair work, it is to be noted that some improve- 
ment has occurred by a liberalization of the Navy policy in respect to 
distribution among the private yards of a portion of the Navy work 
on commercial-type vessels, but the policy has not progressed as far 

as it might. 

Mr. Suetiry. Mr. Moore, will that policy bring any aid to the 
Pacific coast at all, if they call for bids on a national scale for vessel 
repair ? 

Mr. Moore. I don’t think so. But the jobs that I refer to, Congress- 
man Shelley, they do not. These are Navy vessels operating on the 
west coast. 

Mr. Survey. I asked it because Congressman Allen and I have been 
having eeean es with the Navy for several years. We thought 
we had the Navy’s policy changed about 2 years ago to where they 
would call for bids for repair or reconstruction or modernization or 
reconversion on the basis of the area in which the vessel is operating. 
If it was operating on the Pacific coast, they would get bids on the west 
coast. 

Then, a while back, it seemed to be changed again, and the Director 
of the Budget, Mr. Dodge, announced that all bids would be called for 
on a national basis. We have been assured they will take another look 
on that, because it is our feeling, because of the discussions we had and 
knowledge of the industry here, that if you are to call for bids on a 
national basis, the west coast yards might as well not bid at all, be- 
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cause the differential of hauling equipment across the country, or the 
steel, would be prohibitive, and the east coast yards, in almost every 
case, would put in a bid for less than the west coast. 

Mr. Moore. You are correct. That has been done. That is mostly 
MSTS. 

Mr. Suevuey. Yes. 

Mr. Moore. I was not talking—— 

Mr. Sueiiey. You were talking about the fleet vessels. 

Mr. Moore. That is right. We just had a case that goes even fur- 
ther than that. The Army called for bids for a dredge which was to 
go to the Philippines, and took bids from American companies, and 
then got a couple of bids from Dutch companies, but apparently those 
weren't even low enough yet, and they have thrown those out and are 

‘alling for bids from 18 different countries, somebody said. It is diffi- 
cult to compete, as Congressman Shelley said. 

Mr. Suetiry. The point that keeps cropping up in my mind is that 
we can have economy in government, but we shouldn’t have economy 
at the expense of industry and labor and the American people, par- 
ticularly in this area, on this situation. 

Mr. Moore. In World War II, many private yards effected impor- 
tant and extensive repairs on combatant vessels, such as destroyers and 
other types, and actually some yards built destroyers and other com- 
batant ships. How, then, can it be said that private yards are not 
equipped or are not compete nt to repair such vessels? When a realis- 
tic policy is pursued in this matter, it will prove to be in the best in- 
terest of the national economy. 

Of the many difficulties confronting the private shipyards, not the 
least is the policy of some government departments of calling for 
split bids in connection with the performance of work on their ships; 
that is, the separation of the specification into two or more divisions, 
one covering the drydock work and the others embracing the so-called 
topside work. 

No doubt this policy is based upon the thought that it results in 
lower overall costs, but that it does not accomplish this objective is 
apparent from the fact that private ship operators do not follow 
such a policy. When consideration is given to the matter of addi- 
tional layup time, involving loss of use of the vessel, together with 
its daily cost, and the movement of the ship from one location to 
another, plus the divided responsibility which results, private opera- 
tors evidently are convinced of the economy and efficiency resulting 
from the accomplishment of all the work involved under a single bid. 

Private yards, with their drydocks and many other extensive facil- 
ities, cannot be maintained on a profitable basis by the performance 
of dr vite k work only. Rates for the use of drydocks are based upon 
the expectation that the yard also will be awarded the other work, and 
unless this procedure prevails, the continued availability of a yard 
for purposes of national security is quite uncertain. Thus, it is very 
doubtful if Government necessities in respect to either security or 
economy are really served by the split-bid policy. 

That completes my statement, gentlemen. I appreciate the oppor- 
tunity to discuss these matters with you, and I hope that my comments 
may be helpful in your deliberations. Thank you very much. 

Senator Porrmr. Are there any questions? 





eaten 2 rename a 


er oe 





OA TER SS ema ea 





MERCHANT MARINE STUDIES 929 


Mr. Auten. Mr. Moore, at the outset of the west coast building 
program, which I think was 1939, practically 100 percent of the build- 
ing was done on the east coast, but then, as the shipbuilding program 
grew, the west coast got up to something like 42 percent or 52 percent 
of the total tonnage. 

Mr. Moors. According to the figures I have, the total is 42 percent 
on this coast. 

Mr. Auten. What are the factors that would cause such a change to 
be made and shift such a large proportion to the west coast, having 
in mind that it started at zero? 

Mr. Moore. Well, I think performance had a lot to do with it. 
When the ships really got rolling here, there were more ships built 
faster, and with less man-hours, than in other parts of the country. 

Mr. Auten. Is there any reason for that that you can put your 
finger on? 

Mr. Moore. Something about the management was better in some 
instances. Labor worked hard, and management worked hard. We 
have climatic advantages which helped, I am sure. 

Mr. Auten. Did you tell us, having that situation in mind, how long 
it took to bring the industry from a standstill to its point of highest 
production ¢ 

Mr. Moore. Well, the point of highest production was reached in 
1943—about the middle of 1943. We started in 1937. It was about 
4 years. 

‘Mr. ALLEN. Would it be reasonable to assume that if the industry 
again lapses into its former state it would take 4 years to get going 
to a full production if we had another emergency ¢ 

Mr. Moore. I think it would. 

Mr. Auien. If a force of possibly 30,000 men were kept working on 
the Pacific coast during peacetime, how long would it take to get to full 

capacity ¢ 

Mr. Moore. I wouldn’t think it would take over 6 months to a year. 
You could do it fast—as fast as materials could become available. 

Mr. Auten. The Maritime Board and the Navy maintains some 
yards in readiness. Do you have an opinion as to whether it wouldn’t 
be true that you could build new yards before you could get the men 
trained to operate them ? 

Mr. Moore. I think that is true; yes. 

Mr. ALLEN. Jt isn’t much security, then, to have the yards in being, 
except you continue to get new materials? 

Mr. Moore. That is true, yes. 

Senator Porrer. As you lose your trained manpower, in a period 
when you are cutting down, as you are doing now, then, in case of an 
emergency, when we need this manpower again, what percentage 
would come back to the industry ? 

Mr. Moore. You mean, what percentage of those who had worked 
before ? 

Senator Porrer. Yes. 

Mr. Moore. Well, I think almost all of those who had been trained 
and had worked in a shipyard would come back to the shipyards. 

Mr. Sueuiey. They will come back if you give them some assurance 
of continuity of employment? 

Mr. Moore. That is what I thought the Senator said. 

36174—54—pt. 2——17 
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Senator Porrer. In the case of an emergency, emergencies are of 
various duration, if times are good and the men you are using now 
are going to another labor force, they would probably be reluctant 
to come in for a spurt, for example, of shipbuilding, unless they had 
some idea that it would be permanent employment ? 

Mr. Moore. No, otf course, they won't do it. Nobody else would, 
either. 

Senator Porrrer. How long does it take to train a man in the labor 
force to become a skilled man’ I assume it depends on the craft he is 
engaged in? 

Mr. Moore. The historic period of apprenticeship to make a ma 
chinist, boilermaker, or skilled craftsman has always been 4 years. 
In time of emergency, or in terms of the last war, we had trainee 
periods that ranged from 90 days, 6 months to a year, depending on 
the degree of skill that was required. You didn’t make a full-fledged 
mechanic, but you made a man or woman who could do one particular 
operation. 

Senator Porrer. The point I am trying to bring out is that if we 
allow our shipyards to go out of existence—some of them, if this 
continues—or to carry a small labor force, then, when they are needed, 
it is going to be difficult to get those trained men back; isn’t that true? 

Mr. Moore. It will be difficult, and you will have no one to train 
them. 

Senator Porrer. And more expensive ? 

Mr. Moore. Yes. 

Mr. Auten. Isn’t it true on the west coast that there were some 
crafts that practically died out of existence? I believe I remember 
that among the coppersmiths there were some 7 or 8 left on the Pacifie 
coast, and that their age was up around 70 years. 

Mr. Moore. Yes, there were several trades like that, of which there 
are few left. 

Mr. Auien. Did you have any experience which would indicate to 
you the efficiency of the men at the beginning of an expanding period, 
as against the experience of their efficiency “when the -y became some 
what trained ? 

Mr. Moore. Their efficiency is much, much lower, necessarily, as 
they start. It takes time to train men. 

Mr. Auien. I have heard it said that because of the lack of some 
training and the lack of supervision, at the beginning of the program 
in 1940 and 1941 the efficiency was such that by 3 years later it had 
gone up 250 percent per man-hour. 

Mr. Moore. The best judgment to man-hours that you can make, I 
think, is on the building of the Liberty ships. The man-hours at the 
end of that program were less than a third of what they were in the 
beginning. That is not entirely due to the efficiency of labor. The 
management became more efficient; the entire setup was more eflicient. 
But it does show that training cuts it down. 

Mr. Auten. In other words, had we had a continuous program of 
some sort, the first Libertys would have cost one-third of what they 
actually did? 

Mr. Moore. That is right. 

Senator Porrer. Are there any other questions? 

Senator Magnuson. Yes; I wanted to ask Mr. Moore a question. 
On page 3 you advocate that the Navy operations in peacetime should 
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be confined to the exclusive job of servicing and repairing combatant 
ships which cannot be handled by private yards. 

Mr. Moore. You left out three words, “for various reasons.” 

Senator Maenuson. You don’t mean to contend that we should not 
do for the navy yards what you are advocating now for the private 
yards, do you, keep them alive and keep the pool alive? 

Mr. Moore. No; I am not advocating that. 

Senator Maenuson. Because we do have under a section of the 
Vinson-Trammell Act a requirement that there be as near as possible 
a 50-50 division of new construction, Navy versus private yards, and 
the same situation probably is adhered to on repair. 

You have the problem, too, in navy yards, of keeping alive the very 
pool that we are talking about, keeping the men working. 

Mr. Moore. I was asked, Senator, to speak for the private yards. 
I understand what you are saying. 

Senator Macnuson. On the question of new construction, naval 
construction and otherwise, none of that has been coming to the west 
coast at all; has it? 

Mr. Moore. No; I didn’t say that. There are five Mariner-type 
ships 

Senator Magnuson. I meant Navy construction. 

Mr. Moore. Yes; there are several vessels building in the Puget 
Sound area, and there are many wooden minesweepers in several areas 
on the Pacific coast. 

Senator Magnuson. Other than the wooden minesweepers ? 

Mr. Moorr. The Puget Sound yard is building, I think, a fire- 
control ship. 

Senator Macnuson. Only one ship? 

Mr. Moorr. That is the only one I know of. 

Senator Maenuson. I want to preface this question by saying that 
some years ago we were able to get the Navy to say they were going to 
build 10 ships of a certain type, to allocate the building of those ships 
to create the situation you suggest, say 4 to the west coast, 4 to the east 
coast, and 2 to the gulf, and then the building of the 4 to the west 
coast would be between the west-coast people. That policy, unfortu- 
nately, has been abandoned. 

The bids are now being called, as you pointed out, nationwide, de- 
spite the fact that we also have, at our insistence way back in 1938, 
a 6-percent differential. 

Mr. Moore. But not on Navy work. 

Senator Magnuson. But despite the fact that Congress has said not 
once but six times in reports and in the Vinson-Trammell Act that 
the differential in material costs should not be taken into considera- 
tion in the allocation of bids and jobs on the Pacific coast and gulf. 

I assume from your statement that a reversal of that policy, the 
present policy, calling for bids nationwide, on the quota or assign- 
ment system where they are building a ship of the same type, would 
help considerably ¢ 

Mr. Moore. It would help. I don’t know that that policy of which 
you speak was implemented. 

Senator Maenuson. Yes, and only was abandoned one time during 
the war when we were looking for any types of ways we could find, 
and then picked up again, and only recently has been called for 
through nationwide bidding. Much of the bidding on Navy ships 
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now nationwide has also called for a delivery at a certain point, 
I know of six bids which are out now for ships which call for de- 
livery to New Orleans and Charleston. Obviously, a west coast yard 
couldn’t stand that added cost of delivery to those two points. 

I think the west coast—I just make this statement to the mem- 
bers of the committee—has to adopt a policy whereby in order to 
keep yards all over the Nation alive there be an allocation of a cer- 
tain amount of ships to be built out here, and then the bids would 
be between the people who were building under the same set of cir- 
cumstances and conditions, 

If we do that, others may follow, because if we don’t do that, there 
isnochance. I know yards up in Puget Sound, small yards in Tacoma 
and in Seattle, Ballard, the smaller yards, have been looking at bids 
now for a year and there is just no chance to compete. I assume it is 
the same here in the bay area. 

Mr. Moore. It is the same. 

Senator Magnuson. We do have this big pool. I do think we 
ought to be careful in just broadly making the statement of, “all ship- 
building into private yards wherever possible,” because we do have 
the responsibility of the navy yards also. 

Mr. Sueviey. May I make this observation. In discussion with 
various people in the shipbuilding trade and people employed in the 
yards and in separate discussions with representatives of the Navy 
Department’s employee groups, I have arrived at the thought that 
there is a pretty general agreement that the policy which is acceptable 
out here is that general combat vessel work, reconversion work, gen- 
erally, on combat vessels, is done in navy yards, and if supply, auxil- 
iary vessels and MSTS vessels were done in private yards, there would 
be adequate work to keep both going. Do you agree or disagree with 
that general statement ? 

Mr. Moore. I agree with the general statement. On the statement 
I tried to make, I do not think I expressed myself very well. The 
statement has been made that it was impossible for private yards, 
that they didn’t have the men, they didn’t have the equipment, the 
know-how to repair destroyers and combatant vessels of that kind. 

I said I don’t quite agree with that because those yards have done 
that in the past, and have built them in the past. 

Senator Magnuson. There is another thing. You point out on 
page 5: 
because comparatively new war-built tonnage was available to private ship- 
ping companies at reduced prices, no orders were received from private oper- 
ators for seagoing merchant ships during 1953, with the exception of an order 
recently placed by a local operator for three Mariners already contracted for 
by the Maritime Administration and actually now under construction. 

We have closed the Ship Sales Act. The reason for that was just 
what you stated—that was closed a year and a half ago—because we 
came to the conclusion that you couldn’t have a bargain counter, on 
the one hand, and expect somebody to sharpen his pencil and build 
new modern ships on the other hand. So we have closed it, subject 
to the opening of it up for some rare exceptions for certain types of 
ships that wouldn’t be built anyway unless we opened it up. I hope 
we continue that policy, because otherwise, we will never get a 
modern private merchant marine going. 
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Senator Porrer: Are there any other questions? If not, Mr. 
Moore, we wish to thank you. 

Our next witness is Mr. Blake, vice president of the Triple A 
Machine Works, of San Francisco, Calif. We are glad to have you 
aboard, Mr. Blake. 


STATEMENT OF WILLIAM C. BLAKE, VICE PRESIDENT, TRIPLE “A” 
MACHINE WORKS, SAN FRANCISCO, CALIF. 


Mr. Buiaxe. Senator Potter, and members of the committee, my 
name is William C. Blake. I am vice president of the Triple A 
Machine Works, San Francisco, Calif. Historically the Pacific coast 
has always been a leader in ship repair and shipbuilding; even before 
the turn of the century vessels like the battleship Oregon were built 
at the Union Iron Works here in San Francisco. During World 
War I some of the largest and finest cargo vessels were built in west 
coast shipyards. The battleship California was built at the Mare 
Island Naval Shipyard. It was later planned to build a super battle- 
ship on the west coast, but it was never completed, because of the 
disarmament treaty in 1921. 

You all know that during World War II, Pacific coast shipyards 
turned out vessels in record time. Initial costs were staggering be- 

cause the industry was allowed to lie dormant for so many years after 
World War I. Better records at much lower costs could have been 
had if more work was given to the west coast during the post-World 
War I period. The industry is now in a similar position. There are 
only five large cargo vessels and a few wooden minesweepers being 
built on the Pacific coast at this time. 

Senator Magnuson. I might add there that the only reason we have 
wooden minesweepers is that we have the wood out here; otherwise 
we wouldn’t have them. 

Mr. Suetiey. The only reason you have the five Mariners is that 
we had Al Gatov on the Federal Maritime Board. 

Mr. Buaxe. I would like to add that our own congressional delega- 
tion helped greatly in bringing the ships out here. 

The great industrial giant built during World War II is now 
laying decaying and the skills of people in the industry are being 
lost. It is well known our enemies are building their industrial 
might in the maritime industries while here we sit and see ours die. 
Under present world conditions, we may need all our facilities as 
quickly as we can get them in operation. We probably will not 
have as much time as we had after Pearl Harbor. There are adequate 
facilities for repair, conversion, and shipbuilding in every major sea- 
port on the Pacific coast, but how much longer can they operate 
without an adequate workload ¢ 

The skilled labor force built up at a tremendous cost during World 
War ITI is still here, but, because of the economic conditions of the 
industry, it will soon disintegrate. The labor force on the Pacific 
coast is growing every day. The population is growing in such 
proportions that soon California will be the lar gest State in the Union. 
The weather is such that manpower is available 12 months per year 
for top production. 

The final report of the State senate fact-finding committee on San 
Francisco Bay area ports quotes a witness as saying that, “One-third 
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of the people in the bay area derive a living wholly or partially from 
the activities of the harbor.” 

The following seven points will not cure the ills of the ship-repair 
industry, but, if adopted, will give the entire industry, including ship 
operators, ship- repair yards, manufacture rs, and labor a sound basis 
= continued operation. 

Congress should make amendments to the various shipping acts 
SO tha t steamship operators will be encouraged to operate vessels under 
the American flag. The alarming trend is to foreign-flag operations, 
and with it go repairs and inspections to foreign yards. ‘The ship- 
building and ship-repair industry exists because of a strong, active 
American merchant marine, and it is useless to think of other than 
first getting this basic industry on a sound footing. The 1936 act 
should be overhauled to help operators expand operations and not 
just keep them from going under. 

The Congress should remove undue and unjust burdens on ship- 
ping. One of these is the measure of tolls levied at the Panama Canal, 
in Which commercial shipping is called upon to pay tolls based on cost 
elements which have little, if any, to do with the commercial transiting 
of vessels. Such items as Panama Canal tolls have deterred the 
revival of intercoastal shipping, which before constituted about two- 
thirds of Pacific-coast waterborne traffic. 

3. i believe the Congress should enact legislation whereby the sale 
of surplus vessels in the laid-up fleets will be attractive to private 
operators. 

I might add there is not existing legislation now to dispose of or 
repair those vessels. 

Mr. Suettey. You mean, private American operators. 

Mr. Buaxke. That is right. 

Senator Magnuson. There was legislation to dispose of them, but 
we put an expiration date on the bill and that date has now expired, 
although we did extend it for 1 year and then let it expire. But 
there is no legislation, although the Government can repair those ships 
if they wish. 

Mr. Buiaxe. The reason I put that in is because the vessels are sit- 
ting out here now and are going to pieces. They have been here since 
the end of the war, and unless there is something done to them, it is 
false to believe that in time of national emergency they are going to 
be available, because, actually, some of them are in a sinking condi- 
tion right now. 

Senator Magnuson. No legislation would be needed to repair those 
ships; just a check. 

i Buake. Aren’t you the gentlemen who can sign that check? 

The Congress should attach to all appropriation bills for the 
Federal Maritime Board and armed services a rider that would stabil- 
ize shipyard labor and know-how in the various areas by setting up a 
program of construction allocation and repair for the various coasts. 

Senator Magnuson. That is the point we made before here. You 
agree that is the best way, and I think the fairest way to do it? 

aa Buaxke. Yes. 

The repairs of certain national defense vessels in laid-up fleets 
weeds be approved at this session of Congress. The old Federal Mari- 
time Board and our own Pacific coast congressional delegation have 
done a splendid job in presenting the case to Congress. Failure of 
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Congress to appropriate the necessary funds will mean disaster to the 
Pacific coast ship-repair industry. 

The Congress, as a matter of national policy, should insist on the 
elimination of competition from Government-operated ship-repair 
yards, such as operated by the Military Sea Transportation Service. 

Senator Magnuson. Are they still here, the MSTS? 

Mr, Suetiey. You don’t mean the San Francisco Naval Shipyard? 

Mr. Biaxe. No; I mean the ships operated by the MSTS at Oakland 
and various other areas. 

Mr. Sueiiey. Do they do major repair over there ? 

Mr. Biaxke. They do anything they can do to compete with private 
eran that is, major repairs and minor repairs. 

7. The Congress, as a matter of national policy, should insist the 
ler ret! iry of Defense restrict the volume of work in the n: ivy yards 
so as not to exceed the ship-repair work accomplished by commercial 
yards in the same area. The ship-repair facilities operated by the 
Military Sea Transportation Service in competition with private re- 
pair facilities must be eliminated in order that naval auxiliary vessels 
such as transports, oilers, and supply vessels could be repaired by com- 
mercial yards. A strong ship-repair industry in time of national 
emergency is a major requirement as demonstrated during the Korean 
emergency. A closed commercial yard and a busy navy yard is not 
a healthy situation. 

Senator Porrer. Are there any questions? 

Mr. Sueiirey. Let us, for the moment, assume that some of the Gov- 
ernment operation of ship-repair work, such as this MSTS operation 
you refer to, were restricted or cut down, would the men employed in 
those yards be absorbed into the private yards? Is the nature of their 
work and training and classification such as qualifies them for that, 
and would they be available and acceptable to the private yards for 
employment ? 

Mr. Buake. Yes,they would. The increased volume to private ship- 
repair yards would more than absorb them. 

Senator Porrer. Do you do any work at all on foreign ships? 

Mr. Brake. Very little, sir. 

Senator Porrrer. Do we have many ships repaired in fereign yards ? 

Mr. Brake. To my knowledge, only where the vessel has been 
damaged in the foreign port and cannot get to the United States. 
There have been instances—— 

Mr. Suetty. The question was, “foreign ships repaired here?” 

Senator Porrrer. Yes, but followed up with, what American ships 
repaired in foreign yards. 

Mr. Biakr. There have been instances where we have learned that 
the MSTS has accomplished repairs in Japan, such as painting, clean- 
ing the bilges, and such as that, that while it has been denied to us, 
investigation aboard the vessels with the ship’s crew proves differently. 

Senator Porrrer. The poor MSTS is catching it. 

Mr. Suetiey. We have sestrictions by law against American oper- 
ators having repairs done on American vessels in foreign yards, at 
least, there are penalties imposed on them in the way of duty, unless 
they are emergency voyage repairs, are there not ? 

Mr. Buiaxe. That is right, sir. 

Senator Porrrr. Are there any other questions? 
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Mr. Suetiry. I saw Mr. Moore shake his head a little bit. Do 
you disagree with that ? 

Mr. Moore. That is the law, but last year the Customs Service 
interpreted the law to mean that anything—the law states that emer- 
gency repairs can be done that are necessary for the ship to get back 
to an American port; otherwise, they pay a 50-percent penalty. 

However, the Customs Service last year interpreted that law to 
permit the strapping of T-2 tankers, which means putting straps 
on to stop cracks, which has to be done on all American tankers, 
that that could be done anywhere without paying that penalty. As 
a result, we have seen ads from Japanese shipyards in American 
nautical magazines asking that that work be done in Japan. We 
feel that is definitely an evasion of the spirit of the law, but that 
is what is being done. 

Mr. Suetiey. Following up Senator Potter’s first question, you say 
that you have done some repair, Mr. Blake and Mr. Moore—if you 
have anything to add to that, I would like to have you join in after 
Mr. Blake answers—on some foreign vessels here. Is that repair 
generally only in the nature of emergency repairs necessary to get 
the vessel back to its home port or country of origin? 

Mr. Buaxe. Yes, sir. Some foreign vessels operating off this coast 
with their home ports in Europe must, by necessity, have their dry- 
docking and repairs done here, and I am sure it must be done in the 
big shipyards. But small repair shipyards only get small repair 
work because of the cost. 

Mr. SuHetiey. You agree with that, Mr. Moore? 

Mr. Moore. Yes. 

Senator Porrer. Thank you, Mr. Blake. Mr. Sweeney, we are 
happy to have you aboard. 


STATEMENT OF R. D. SWEENEY, ATTORNEY, SOUTHERN 
CALIFORNIA BOAT BUILDERS & REPAIR YARDS 


Mr. Sweenry. My name is R. D. Sweeney. I am from Los An- 
geles, Calif. I am the attorney for the Southern California Boat 
Builders & Repair Yards. 

What was said about attorneys this morning makes me a little 
fearful to expose myself, but I might say that during my younger 
years I _ several years at sea, which might take off the stigma. 


I am the vice president and former president of the Los Angeles 
Harbor Department. The harbor department is a municipally owned 
port in which there has been expended, approximately, $140 million 
of both city and Federal money. I am president of the California 
Association of Port Authorities, which is an association composed 
of public and private terminals of the State of California. I am 
also a member and past chairman of the board of governors of the 
California Maritime Academy, a State school whose purpose is to 
train merchant marine officers, 

While this is not my subject, I would like to comment on it. I 
heard Kings Point mentioned this morning. A very grave injustice 
is now being done by the Maritime Administration with respect to 
State maritime academies, of which there are 4, 1 in Maine, Masschu- 
setts, New York, and California. A 4 o’clock this afternoon Mr. 
Rothschild has an appointment with Governor Knight of the State 
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of California to inform him that there will be no more appropria- 
tions from the Federal Government to the State academies 

That law has been in effect since 1873, and it appears to me that 
Mr. Rothschild has legislated 

Senator Magnuson. When you speak of Mr. Rothschild 

Mr. Sweeney. I mean, the Maritime Administrator. 

Mr. Suetiey. Mr. Rothschild might have been in better grace and 
better taste if he had said he would not recommend any more appro- 
priations, because he doesn’t make the appropriations. 

Mr. Sweeney. I talked to Mr. Murray by telephone, the Under 
Secretary of Commerce, last Thursday, and he informed me that 
neither Kings Point nor the State academies must not receive any 
further Federal aid. 

For your information, gentlemen, the contribution of the Federal 
Government to State maritime academies is between $600 and $700 per 
year per student, and the cost of Kings Point is over $3,000 a year. 
There is no legislative or legal right for the existence of Kings Point. 

The maritime industry is a private industry, and when the Gov- 
ernment steps out to train people for private industry, they are getting 
into a very, very bad field. There is a legal justification for the State 
maritime academies in the law of 1873. It exists and has alw ays 
existed. 

I wish this committee would take the time to stop what is going on 
until the proper investigation can be made. 

Senator Burzer. May I interrupt you there? Don’t we have quite 
an extensive training program sponsored by the National Govern- 
ment for almost all industry ? 

Mr. Sweeney. If we do, we should stop it. 

Senator Butter. We have regional offices throughout the United 
States in every State of the union. 

Mr. Sweeney. I would like to stick to the maritime industry. I 
appreciate that during the war you had lawyers and engineers taken 
into the Government service, Army and Navy, but you don’t have 
Federal schools for training them. 

Senator Burter. Yes, you do. I am not saying that I approve of 
it. But I am making the statement that, under Federal law, we have 
in every State of the Union regional offices for training men in certain 
industries, and placing them in industries. It is a Federal program 
and has been going for many years. 

Senator Maenuson. Therefore, we should not pick on the maritime 
industry. 

Mr. Sweeney. If the Government wishes to save money and get 
maritime officers who are just as good, then they could easily do so by 
closing Kings Point, if we are going to have a struggle about it. 
However, that was not my subject matter 

Mr. Suetiey. You made a pretty good start. 

Mr. Sweeney. I have been interested in the maritime industry 
since 1917. Ithink itis vital. I serve on these committees as a public 
duty, without compensation, and I am very much interested in it. I 
know the background, and I don’t like to see what is going on. I 
also would like to say that I have a little laryngitis, and if I can’t 
complete my statement, I would like to submit it. 

Senator Porrer. You may. 
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Mr. Sweeney. I have read some of the testimony that has been 
given before this committee, and I trust that I will not be repetitive. 
In his masterful statement, L. R. Sanford, president of the Ship- 
builder’s Council of America, presented a clear picture of the ship- 
building and ship-repairing industry. However, most of the testi- 
mony has had to do with the construction, repair, and operation of 
larger vessels, which are generally repaired or constructed in the 
larger oa ards of this country. I do not believe there has been 
much, if any, testimony concerning the smaller shipyards or boat 
yards, which have sometimes been called the Swiss watchmakers of 
the industry, and I desire to say something concerning these smaller 
yards. 

I wish to point out, however, that there is no difference of opinion 
between the larger yards and the oi a vards with respect to the 
industry as a whole. The smaller yards are classified under the usual 
term “small business”’—that is, yards which employ less than 500 
men. These yards construct — ‘Is of generally less than 1,000 tons 
disp lacement, mostly of wood, but often of steel, and repair vessels 
of various kinds up to and including destroyers. The capacities of 
these yards, of course, vary. 

Prior to World War II, these boatyards were engaged principally 
in the business of the construction and repair of yachts, fishing boats, 
and various vessels of smaller type. Since World War I, when the 
Navy built some 110-foot wooden subchasers, the Navy had built 
very few, if any, wooden vessels, and had lost sight of the capacities 
and war potenti: alities of these smaller yards. 

In 1940, the Navy commenced a survey of these yards, and I have 
had naval officers tell me that they were surprised, astounded, and 
delighted in what these surveys showed, because they had more po 
tential shipyard facilities in oo country than they had known of. 
During World War II, the Navy constructed in these small yards 
hundreds of wooden vessels and smaller steel vessels, and vessels of 
various types were repaired, up to the size of destroyers, and some 
larger vessels which did not need drydocking. 

Many of these vessels were built of wood, for various reasons, some 
of which were to conserve steel, and other reasons were because of 
the character of the vessels; for instance, hundreds of magnetic mine- 
sweepers were constructed of wood in order to do away with ship’s 
magnetism. These small yards played a very important part in 
winning the war, and if it were not for ‘them, together with their 
larger brothers, the United States would have found itself in a most 
difficult position at the beginning of the war. 

These small and larger shipyards, together with the naval ship- 
yards, possessed the only shipbuilding skills and know-how in the 
country, and any expansion in the shipbuilding industry, which was 
very great during the war, could not have taken place had it not 
been for this nucleus of shipyard skills and facilities. 

I know of no small shipyards, at least none in southern California 
to my knowledge, that ever received 1 cent from the United States 
Government for the purchase or installation of shipbuilding facilities, 
and all of the expansion of these shipyards was done at their own 
cost and expense. 

In speaking of the shipbuilding industry of today, I am referring 
to those private shipyards which existed before the war, and still 
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exist today, having waterfront facilities. I am not talking about 
shipyards which sprang up during the war for the construction of 
vessels and then disappeared after the war. 

The shipbuilding and ship-repair industry since the war has been 
and now is in a very depressed condition. Since the war, many in- 
dustries have prospered, such as the aircraft industry. The shipbuild- 
ing industry, however, has gone backward. In most instances, the 
owners of the small private ‘shipy: ds have attempted to keep their 
facilities, which they expanded during the war, in readiness. This 
has proved to be a great burden, and it is very questionable how long 
these small-business men can keep doing so. 

In 1952, there was, in effect, what was known as the Government’s 
Defense Manpower Policy No. 4, which concerned the placement of 
procurement contracts by the Government with various industries, and 
provided that if any geographical area in the United States was de 
clared to be a surplus ‘Jabor area by the Secretary of Labor, that any 
company in such area must be offered Government contracts at the 
price submitted by the lowest bidder who may be located in any parts 
of the United States. 

The smaller yards asked that a hearing be held to eliminate the in- 
dustry as a whole from Manpower Policy No. 4, and a hearing was 
held before a special panel appointed by the Surplus Manpower 
Committee. These hearings took place in Washington, D. C., in 
August of 1952, and resulted in a finding that the shipbuilding in- 
dustry should be exempt from the operation of Manpower Policy 
No. 4. 

I would like to place in the record the findings, cone lusions, and 
recommendations of this panel, and also the notification to the De- 
partment of Defense aa General Services Administration, dated 
August 28, 1952, of the Office of Defense Mobilization of the find- 
ings of the panel and recommendations of the Surplus Manpower 
Committee. 

Senator Porrer. It will be made a part of the record at this point. 

(The document referred to is as follows:) 


FINDINGS, CONCLUSIONS, AND RECOMMENDATIONS OF THE SHIPBUILDING INDUSTRY 
PANEL 


The following findings, conclusions, and recommendations are based upon 
factual information presented in the course of a public hearing authorized 
by the Surplus Manpower Committee and conducted by the panel pursuant to 
section 8 of Defense Manpower Policy No. 4. 

In its letter of authorization, dated August 4, 1952, from the Surplus Manpower 
Committee, the panel was directed to receive evidence with respect to the follow- 
ing matters: 

1. The nature and extent of the iabor surplus in the shipbuilding industry, 
including the availability of skills necessary to the fulfillment of Government 
contracts and purchases, and the need for preserving these skills in the public 
interest. 

The nature and extent of the facilities in the shipbuilding industry, includ- 
ing their suitability and availability for the fulfillment of Government contracts 
and purchases, and the need for maintaining these facilities in the public interest. 

3. Whether it is in the public interest that insofar as it affects the shipbuilding 
industry, Defense Manpower Policy No. 4 should be applied to the shipbuilding 
industry as a whole in order to achieve a greater utilization of the manpower 
skills and facilities of the entire industry than is currently the case. 

4. Appropriate methods of applying the policy to the shipbuilding industry in 
the event an affirmative finding is made under paragraph 3 above. 
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The panel was also requested, at the conclusion of the hearing, to submit 
to the Surplus Manpower Committee its findings, conclusions, and recom- 
mendations concerning the above-listed matters and all material issues of fact 
presented during the hearing. 

Hearings were held before the panel on August 6, 7, and 15, in room 159 Execu- 
tive Office Building, Washington 25, D. C. Nineteen witnesses appeared at the 
hearings, and written statements were received by the panel from many other 
interested persons and organizations. On the basis of the factual information 
presented by the witnesses at the hearings and in the written statements sub- 
mitted to the panel, the panel has arrived at and submits to the Surplus Manpower 
Committee the following findings, conclusions, and recommendations. 


FINDINGS, CONCLUSIONS, AND RECOMMENDATIONS 
A. Findings 

1. The following distinctive characteristics of the shipbuilding industry are 
of the particular significance in determining the effects of the application of 
Defense Manpower Policy No. 4 to the industry: 

(a) Almost one-half of all shipbuilding and boatbuilding employment in the 
United States is carried on in the Government-operated navy yards (naval 
shipyards). 

(b) In addition to the employment in navy yards, approximately 35 percent 
of all employment in private shipyards and boatyards is engaged in work on 
Government contracts. 

(c) A flow of Government work is very important to the vigor, and in many 
cases to the survival, of most private shipyards and boatyards. Many factors 
contribute to this dependence of the private yards on a flow of Government 
work, including (i) the falling off in the market for commercial vessels and 
pleasure craft; and (ii) the difficulties encountered by many private boat- 
builders in securing controlled and other scarce materials for use in their non- 
Government work. 

(d) A private shipbuilding or boatbuilding firm normally incurs very sub- 
stantial costs in the preparation of bids or proposals for Defense Department 
contracts. 

(e) At peacetime levels of operation, shipbuilding, including boatbuilding 
and ship repair, requires a high percentage of skilled labor and, particularly, 
requires an exceptionally wide range and large variety of labor skills. 

(f) Shipbuilding is a feast-or-famine industry. Except in times of all-out 
war production, shipyard facilities do not operate at more than a small per- 
centage of full capacity. Employment in the industry rises and falls dramati- 
cally in accordance with Changes in the magnitude of the contemporaneous Gov- 
ernment shipbuilding procurement program. 

(g) Although shipbuilding activity today is above prewar levels, shipbuilding 
(including boatbuilding) is a distressed industry, in the sense that the indus- 
try's facilities are operating at only a small fraction of capacity and the great 
majority of former shipbuilding workers are not now employed in that industry. 
In fact, because of the great spread between the shipbuilding facilities that 
should be maintained, against the possibility of total mobilization and the 
facilities that can be used in peacetime, shipbuilding is always a distressed in- 
dustry, except during times of all-out war production. This perennially dis- 
tressed condition makes the industry exceptionally subject to being affected 
and thrown out of balance by unequal distribution of work among the many 
private yards competing for Government contracts. 

2. The private shipyards and boatyards are an important national defense 
asset. Past experience indicates that in the event of total mobilization, all the 
facilities of all the private yards would be called upon for war production, and 
there would be need for even additional facilities. It is in the interest of national 
security that the private yards be preserved with their facilities in good operat- 
ing condition and with their nuclei of shipbuilding labor skills. 

3. It is in the interest of national security that facilities and labor skills for 
shipbuilding, boatbuilding and ship repair be dispersed as widely as practicable 
throughout the United States and that there be no undue concentration of these 
facilities and skills in any particular area or areas of the country. The unique 
applicability of this dispersal policy to the shipbuilding industry has long been 
recognized by the Navy Department and has been set forth as a major procure- 
ment objective by Congress and its responsible standing committees. 

4. There is insufficient justification, either functionally or in industry history, 
to distinguish for purposes of Defense Manpower Policy No. 4 between ship- 
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building as an industry and boatbuildng as an industry or to distinguish ship 
repair from the rest of shipbuilding. All segments of the industry draw on 
substantially the same labor force, the distinctive characteristics listed in 
finding No. 1 apply to all segments of the industry, and the policy of wide 
geographical dispersal of facilities and labor skills is equally applicable to the 
shipbuilding, boatbuilding, and ship-repair segments of the total industry. 

5. The essential facts concerning the nature and extent of the labor supply 
in the shipbuilding industry are as follows: 

(a) Total employment in the industry, both private yards and navy yards 
(naval shipyards), varies greatly from time to time according to the size of the 
then current Government shipbuilding procurement program. In December 
1943, at the peak of World War II activity, total shipbuilding employment reached 
a high of 1,700,000. By June 1950, immediately before Korea, employment had 
dropped to 149,000, less than 9 percent of the World War II high. 

(bo) Total shipbuilding employment has increased since Korea. The Labor 
Department's estimate for June 1952 shows total employment at approximately 
290,000, which is almost double the employment figure for June 1950, but still 
only about 17 percent of the World War II high. 

(d) The current division of total shipbuilding employment between the private 
yards as a group and the navy yards as a group is considerably more favorable 
from the point of view of the private yards than was the case in 1951. During 
11 months of 1951, employment in the navy yards was somewhat greater than 
that in the private yards. During the first 6 months of 1952, employment in the 
private yards has been somewhat greater than that in the navy yards, and esti- 
mates for the remaining months of 1952 show that private-yard employment will 
continue to increase at a rate greater than the rate of increase in the navy 
yards. 

(e) As stated above in finding No. 1 (e), shipbuilding, including boatbuilding 
and ship repair, requires a high percentage of skilled labor. This is particularly 
true at peacetime levels of shipyard operation. Moreover, shipbuilding and 
boatbulding require the services of almost every skilled trade and, so, call upon 
a perhaps unique range and variety of labor skills, 

(f) It is essential in the public interest that these varied shipbuilding labor 
skills be preserved and that shipyards throughout the country be enabled to 
retain their indispensable nuclei of skills. 

(g) There appears to be no prevailing correlation between the existence in 
an area of an overall labor surplus and the existence in that area of a surplus of 
workers with the varied technical skills needed for shipbuilding. A group IV 
area may actually have a shortage of shipbuilding labor skills. This is true 
because of the wide fluctuation in the levels of shipbuilding employment in any 
one area and the many different skills that the shipbuilding industry employs. 

6. The essential facts concerning the nature and extent of the facilities im 
the shipbuilding industry are as follows: 

(a) Existing private yard and navy yard facilities, including those held in 
reserve, would be capable of maintaining a total production rate at least five 
times as great as that contemplated during the period covered by fiscal 1953. 
Thus, if existing shipbuilding facilities are measured only against the expected 
rate of construction during fiscal 1953, it could be said that there are surplus 
facilities in the industry. But there is no surplus of facilities if the measure 
applied is one of need in the event of total mobilization. Should total mobiliza- 
tion come, all existing shipbuilding facilities, both private yard and navy yard, 
would be needed for war production, and past experience indicates that there 
would actually be need for the construction of substantial additional facilities. 

(0b) Facilities in the shipbuilding industry are widely dispersed throughout 
the east coast, west coast, gulf coast, and inland waterways. As stated in 
finding No. 3, this pattern of wide facilities dispersal is an important national 
security consideration. 

(c) The only present group IV areas with major shipbuilding or boatbuilding 
capacity are New York City and Tacoma, Wash., the New York City facilities 
being vastly greater and more varied than those in Tacoma. There ari other 
group IV areas, e. g., Parkersburg, W. Va., which have minor boatbuilding 
facilities of importance to the economy of the local community. 

(d) Itis in the public interest that existing shipbuilding facilities, both private 
yard and navy yard, be maintained in operating condition and with their nuclei 
of skilled labor retained. It is further in the public interest, for the reason 
stated in finding No. 3, that the pattern of nationwide dispersal of shipbuilding 
facilities be preserved to the extent practicable. 
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7. The Bureau of Ships of the Navy Department is the procurement agent of 
the Defense Department for all types of ships, boats, and watercraft to be used by 
the Navy, the Army, and the Air Force. Since the end of World War II, the 
Bureau of Ships has employed competitive procurement procedures in the ward 
of its new construction to private yards, except with respect to the placement of 
contracts for certain vessels, like aircraft carriers and submarines, for which 
adequate facilities exist only in particular vards. Since the total value of 
available Government work is very small compared to the number of private 
yards competing for the work, many bids or proposals have ordinarily been 
received on each procurement offering. 

8. Since the effective date of Defense Manpower Policy No. 4, the Bureau of 
Ships has altered its usual competitive procurement methods to meet the area 
preference requirements of that policy. After bids or proposals are received, and 
the lowest offer ascertained, firms located in group IV areas are given an op- 
portunity to meet the lowest offer received by the Bureau of Ships on the pro- 
curement in question. If a group IV firm is willing to accept the contract at the 
lowest offer received from a firm not located in a group IV area, the group IV 
firm is awarded the contract. During the past month, this procurement prefer- 
ence for firms located in group IV areas has been modified so as to apply only in 
situations in which the group IV firm’s original offer on the contract was within 
120 percent of the low offer. The procurement advantage given to firms in group 
TV areas has not gone beyond the described opportunity to meet the low offer; 
no price differentials have ever been extended to group IV firms by the Bureau 
of Ships. 

9, During the 2 months of May and June 1952, application by the Bureau of 
Ships of the area preference procedures of Defense Manpower Policy No. 4, 
as described in finding No. 8 above, resulted in the diversion of vessel construc- 
tion having a total estimated cost of $12,995,930, a monthly diversion average of 
$6,497,965. Practically all of this vessel construction was diverted to a single 
shipbuilding area, the New York City area. 

10. Private shipbuilders, particularly boatbuilders, not located in group IV 
areas, have shown increasing reluctance to incur the costs necessary for the 
preparation of bids or proposals on Government contracts because of a belief 
that operation of the area preference procedures will prevent them from re- 
ceiving the contracts even though they may be the low bidders. 

11. If the Bureau of Ships continues to extend procurement preference to 
shipbuilding firms located in group IV areas, 40 percent or more of the Defense 
Department’s shipbuilding procurement program for fiscal 1953 could be diverted 
to surplus labor areas. If one excludes vessels which by their nature must be 
allocated to a yard having necessary facilities, then the possible diversion of 
vessels subjeet to competitive procurement could amount to 100 percent. A di- 
version of this magnitude would contribute to concentration of shipbuilding ac- 
tivity in 1 or 2 areas, would substantially change the pattern of the industry's 
dispersal and work distribution, and would deprive many small yards not lo- 
cated in surplus labor areas of the opportunity to receive government contracts 
necessary to the maintenance of their facilities and to the retention of their 
indispensable nuclei of skilled workers. 


B. Conclusions 

1. Continued application to the shipbuilding industry of the procurement 
preference procedures of Defense Manpower Policy No. 4 will result in sub- 
stantial diversions of government shipbuilding contracts to firms located in 
surplus labor areas. These diversions of Government work could total 40 per- 
cent or more of the Defense Department’s shipbuilding procurement program 
for fiscal 1953. 

2. In view of the feast-or-famine nature of the shipbuilding industry, the in- 
dispensability of a flow of Government work to the survival of the private ship- 
yards, and the national defense importance of wide dispersal of shipbuilding 
skills and facilities, the shipbuilding procurement diversions to be anticipated 
from continued application of the area preference procedures of Defense Man- 
power Policy No. 4 would have a major effect on the operation of the entire 
shipbuilding industry. 

3. For the purpose of determining the applicability of Defense Manpower 
Policy No. 4, there is no realistic or administratively workable way to break 
the shipbuilding industry down into smaller industry units. Shipbuilding, 
including all forms of boatbuilding and ship repair, is the appropriate industry 
unit for the purpose of Defense Manpower Policy No. 4, and the recommenda- 
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tions of this panel, hereinafter submitted, are applicable to all government 
shipbuilding procurement. 

4. On the information presented at the hearings before this panel, there is 
no necessary correlation between the existence in an area of an overall labor 
surplus and the existence in that area of a surplus of workers with the varied 
technical skills needed for shipbuilding. 

5. Since it is an important national defense objective that private shipyards 
in all parts of the country be kept in vigorous operating condition, with their 
essential facilities and skilled work forces intact, it is not in the public interest 
to grant a preference in the award of government shipbuilding contracts to 
firms located in a surplus labor area unless it is demonstrable that the overall 
labor surplus in that area actually includes a surplus of the technical labor 
skills needed for shipbuilding. 

6. The development and vigorous application by the Defense Department 
of the procnrement procedures hereinafter set forth in recommendations Nos. 3 
and 4 will contribute to the maximum utilization of shipbuilding facilities and 
labor skills and to the desired widespread of government shipbuilding work 
among private yards in all parts of the country. 


C. Recommendations 

1. The entire shipbuilding industry should be excluded from the operation 
of the surplus labor area preference procedures of Defense Manpower Policy 
No. 4 and should be certified as an industry to be dealt with under section 8 
of that policy. 

2. The Defense Department should vigorously apply procedures, including 
negotiated contract procedures, designed to secure the Maximum possible utiliza- 
tion of surplus shipbuilding labor skills and facilities in all shipbuilding areas 
of the United States. To this end, the Defense Department should take all 
practicable steps, consistent with sound nationwide distribution of shipbuilding 
contracts and with other procurement and military objectives, to place contracts 
with firms located in areas that have a surplus of shipbuilding labor skills and 
shipbuilding facilities. 

3. Such part of the total government shipbuilding program as is to be carried 
on in private yards should be spread as widely as practicable, both as to the 
number of private yards to be brought into the program and as to the geographi- 
cal dispersal of government shipbuilding work throughout the country. To this 
end— 

(a)In the placement of shipbuilding contracts, preference shoudl be given, 
whenever practicable, to firms which can meet their contract obligations without 
any substantial use of overtime labor and without the construction of new 
facilities. 

(b) Whenver practicable, proposals should be invited and contracts awarded 
on a small-lot basis rather than on a large-lot basis. Small-lot procurements, 
which permit small yards to bid and spread the work among a larger number 
of private yards, should be employed to the maximum practical extent. 

(c) It is the present policy of the Bureau of Ships of the Navy Department 
to divide shipbuilding work between the private yards and the navy yards in a 
manner that preserves the vigor of both private yards and navy yards and holds 
navy yard overtime to the practicable minimum. This policy is sound and 
should be vigorously maintained and enforced by the Bureau of Ships. 

VLADIMIR TD. CHAVRID. 
M. C. VANGELI, 
Captain, USN. 
Harry WILLMER JONES, 
Presiding Office ,. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOpILIZATION, 
August 28, 1952. 
Defense Manpower Policy No. 4, Notification 57. 
Placement of Procurement With the Shipbuilding Industry. 


NOTIFICATION TO DEPARTMENT OF DEFENSE AND GENERAL SERVICES ADMINISTRATION 
The Surplus Manpower Committee, appointed under Defense Manpower Policy 


No. 4, has reported to the Director of Defense Mobilization its recommendations 
in the matter of placement of procurement with the shipbuilding industry. 
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These recommendations have been reviewed within the Office of Defense Mobili- 
zation to determine their relationship to other policies affecting procurement for 
which this office has responsibility, and no conflicts exist. 

The Department of Defense and the General Services Administration are 
hereby notified that upon full consideration, the Director of Defense Mobiliza- 
tion has concluded that it is in the public interest to place Government con- 
tracts with the shipbuilding industry in accordance with the attached recom 
mendations of this committee and the provisions of Defense Manpower Policy 
No. 4. 

The Department of Defense and the General Services Administration are 
requested to submit, within 30 days, copies of the instructions they have issued 
implementing this notification. They are further requested to submit monthly 
reports of the actions taken under this notification. 

JoHN R. STEELMAN, 
Director (Acting). 
Attachment. 


RECOMMENDATIONS OF THE SURPLUS MANPOWER COMMITTEE CONCERNING THE 
SHIPBUILDING INDUSTRY UNDER DEFENSE MANPOWER Po icy No, 4 


In accordance with section III, paragraph 8 of Defense Manpower Policy No. 
4, a panel of the Surplus Manpower Committee held public hearings, beginning 
August 6, 1952, on the shipbuilding industry. After consideration of the report 
of that panel, the committee makes the following recommendations in the in- 
terest of preserving the skills and maintaining the productive facilities of the 
shipbuilding industry. They are conceived in terms of the possibilities of the 
use of Government procurement, to whatever extent practicable, for purposes 
of maintaining the effective functioning of the shipbuilding industry as a whole. 

Accordingly, it is recommended : 

1. The entire shipbuilding industry should be excluded from the operation 
of the surplus labor area preference procedures of Defense Manpower Policy 
No. 4, and should be certified as an industry to be dealt with under section 8 
of that policy. 

2. The Defense Department should vigorously apply procedures, including 
negotiated-contract procedures, designed to secure the maximum possible utili- 
zation of surplus shipbuilding labor skills and facilities in all shipbuilding areas 
of the United States. To this end, the Defense Department should take all 
practicable steps, consistent with sound nationwide distribution of shipbuilding 
eontracts and with other procurement and military objectives, to place contracts 
with firms located in areas that have a surplus of shipbuilding labor skills 
and shipbuilding facilities. 

3. Such part of the total Government shipbuilding program as is to be carried on 
in private yards should be spread as widely as practicable, both as to the 
number of private yards to be brought into the program, and as to the geographi- 
cal dispersal of Government shipbuilding work throughout the country. Teo 
this end: 

(a) In the placement of shipbuilding contracts, preference should be given, 
whenever practicable, to firms which can meet their contract obligations without 
any substantial use of overtime labor and without the construction of new 
facilities. 

(b) Whenever practicable, proposals should be invited and contracts awarded 
on a small-lot basis, rather than on a large-lot basis. Small-lot proceurements, 
which permit small yards to bid and spread the work among a larger number 
of private yards, should be employed to the maximum practicable extent. 

(d) It is the present policy of the Bureau of Ships of the Navy Department 
to divide shipbuilding work between the private yards and the navy yards in 
a manner that preserves the vigor of both private yards and navy yards and 
holds navy yards overtime to the practicable minimum. This policy is sound 
and should be vigorously maintained and enforced by the Bureau of Ships. 

OFFICE OF DEFENSE MOBILIZATION, 
ArTHUR S. FLEMMING, 
Chairman, Surplus Manpower Committee. 

Approved : 

JOHN R. STEELMAN, 
Director (Acting), Office of Defense Mobilization. 


AucGustT 20, 1952. 
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Mr. Sweeney. This committee found that total employment in 
the industry, both private yards and naval shipyards, reached a peak 
in 1943 of 1,700,000 employees, and that by June 1950 this had dropped 
to 149,000, less than 9 percent of the World War IT high. 

The committee found that a flow of government work is very im- 
portant to the vigor, and in many cases to the survival, of most 
private ship and boat yards, and also found that although shipbuild- 
ing activity today is above prewar levels, shipbuilding, including 
boatbuilding, i is a distressed industry in the sense that the indust ry's 
facilities are operating at only a small fraction of capacity and the 
great majority of the shipbuilding workers are not now employed 
in the industry. 

At this hearing, the Bureau of Ships, Navy Department, through 
Mr. Edward H. Koch, presented a statement in which the Bureau of 
Ships stated that a healthy shipbuilding and boatbuilding industry 
is indispensable to our national defense. I would like to place this 
statement by Mr. Koch, which he made before the panel on August 6, 
1952, in the record. 

Senator Porrer. The document will be made a part of the record 
at this point. 

(The document referred to is as follows:) 


STATEMENT OF Epwarp H. Kocu or THE Navy’s BUREAU OF SHIPS BEFORE THE 
SHIPBUILDING PANEL, SURPLUS MANPOWER COMMITTEE, OFFICE OF DEFENSE 
MOBILIZATION, ON AuGusT 6, 1952 


Dr. Jones, members of the shipbuilding panel, ladies and gentlemen, I under- 
stand that the purpose of this hearing is to evaluate the effect of Defense Man- 
power Policy No. 4 on the operations of the shipbuilding industry in order to 
determine whether or not the continued application of this policy to the industry 
is in the public interest. 

The Navy’s Bureau of Ships, which I represent, is responsible for the pro- 
curement of ships and other watercraft for the Department of Defense. I 
believe, therefore, that this Bureau’s experience in implementing Defense Man- 
power Policy No. 4 may be of assistance to the panel in its appraisal of the 
policy’s effect on the shipbuilding industry. 

As we all know, a healthy shipbuilding and boatbuilding industry is indispens- 
able to our national defense. One of the Navy’s primary objectives, therefore, 
is to maintain a nucleus of active, well-equipped private yards upon which 
we can rely for emergency ship and boat construction in the event of total 
mobilization. In a maritime nation such as ours, any significant deficiency in 
either shipyard facilities or vital shipyard skills would constitute a serious 
weakness in our mobilization reserve. 

Unfortunately, the shipbuilding industry has always been a feast-or-famine 
industry. In wartime, our shipyards expand to capacity production. For ex- 
ample, during World War II, the private shipbuilding and boatbuilding industry 
constructed about 63 percent of our combatant ship tonnage, as well as virtually 
all of our auxiliaries, landing craft, and small boats. This was necessary 
because the naval shipyards were largely occupied in convertaing, reactivating, 
overhauling, and repairing combatant ships. 

In peacetime, however, the majority of our private yards languish in idleness. 
For example, during the peak year of 1943, both naval and commercial shipyards 
employed an average of approximately 1,690,050 productive workers. By com- 
parison, the average total of productive workers in the industry during 1951 


36174—54—pt. 218 








946 MERCHANT MARINE STUDIES 


was only 229,738. I shall read you a tabulation, by areas, of the distribution 
of these workers in 1951 as compared to 1943: 


| 
1943 | 1951 


Area _ } 7 rr. 

Percent Number | Percent Number 
Total 1. 690, 050 229, 738 
West coast. 35. 4 | 598, 278 | 24. 42 56, 125 
Great Lakes 5.9 99, 713 | 5.16 11, 854 
Gulf coast 12.2 206, 186 | 7. 04 16, 128 
East coust “ 46.5 785, 873 63. 38 145, 631 


This comparison indicates that shipyard employment at present is less than 15 
percent of our peak requirements during World War II, and that shipyard 
employment on the east coast is closer to mobilization levels today than on the 
west coast and gulf coast. This is true despite the admitted existence of areas 
of general labor surplus on the east coast. 

In the past, after each emergency, highly skilled shipyard personnel have 
dispersed to other industries which provide more stable employment. Most 
of them, upon leaving the shipbuilding industry, do not return, except in time 
of emergency, which results in critical time being lost in retraining them. 

While it is true that in the past we have always had time to mobilize our active 
shipbuilding potential, in a future emergency we may not have sufficient time. 
For this reason, it is highly important that we maintain a broad base of active 
operating yards—yards which can draw on a background of experience and 
know-how in the construction of ships and craft for defense purposes. 

It is also important—for obvious reasons—that we avoid any undue concen- 
tration of defense ship and boat construction in a particular area or areas of 
the country. In this connection, the House Armed Services Committee, in 
reporting on the Navy’s vessel authorization bill for 1953 (H. Rept. No. 1681) 
made the following statement: 

“The Committee on Armed Services * * * repeats * * * its considered belief 
that the dispersal of ship-construction facilities in the various coastal areas 
in the United States, including the Great Lakes and inland waterways, is an 
essential element of our national security and that any construction contracts 
awarded pursuant to the authorization contained in this bill should be distributed 
throughout these various coastal areas in such manner as to encourage the dis- 
persal of vital shipbuilding facilities and to prevent undue and dangerous concen- 
tration in a particular area or areas of the United States.” 

The Navy Department fully concurs in this statement of the House Armed 
Services Committee, The Secretary of the Navy recently announced that 

“It is the Navy’s policy, insofar as practicable, to distribute its shipbuilding 
and conversion work among shipyards located throughout the country. This is 
done to maintain a broad mobilization base and to encourage dispersal of operat- 
ing shipbuilding facilities.” 

Fortunately, our country’s shipyard and boatyard facilities are widely dis- 
persed throughout the east coast, west coast, gulf coast, and Great Lakes and 
inland waterways. Many of these, of course, are yards which have been inactive 
since World War II. Many others are industrial reserve yards owned by the 
Government. In addition, there are numerous small boatyards which have been 
compelled, principally because of a scarcity of critical materials, to curtail their 
construction of pleasure and fishing craft and to seek Government work instead. 

The Navy’s primary problem at present, therefore, is not one of facilities. 
There is a very substantial surplus of shipyard facilities in almest every mari- 
time area of the country, in comparison to the small volume of available defense 
work. Because of a serious lack of work from commercial sources, the entire 
shipbuilding and boatbuilding industry can rightfully be considered a distressed 
industry. This is one of the reasons why the Bureau of Ships has been able to 
award virtually all of its new construction to private yards on a competitive 
basis. This method of procurement has proved to be not only most equitable 
to the private shipyards but also most economical to the Government. Moreover, 
the Bureau has followed the practice of awarding its construction work only 
to active operating yards, because the reopening of closed facilities would only 
add to the distressed condition of the industry. 
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Since the inception of Defense Manpower Policy No. 4, the Bureau of Ships, 
in its negotiated procurements of ships, boats, and other watercraft and compo- 
nents thereof, has given full support to the policy as implemented by the Muni- 
tions Board and by the Office of Naval Materiel. Firms in certified surplus labor 
areas have been givén the opportunity to meet low quotations submitted by 
firms not located in such areas. 

Until recently, there have been no certified surplus labor areas in which ship- 
building is a major industry except those on the east coast. The application of 
the aforementioned policy has resulted, therefore, in the forced diversion of 
construction work from other areas of the country, particularly from the west 
coast to the east coast. 

The Bureau has received numerous protests, principally from west coast Con- 
gressmen and shipyard interests, urging that the entire shipbuilding industry, as 
a distressed industry, be exempted from the provisions of Defense Manpower 
Policy No. 4. Some of these protests have considerable merit. West coast 
spokesmen argue that since the volume of defense ship construction is very small 
in comparison to the great number of private yards competing for such work, 
awards should be made, as in the past, on a normal competitive basis, with no 
preference being shown to firms which happen to be located in an area of general 
labor surplus. It is stated that the west coast, rather than the east coast, has a 
surplus of skilled shipyard workers. 

During the period May through June 1952, the application of Defense Man- 
power Policy No. 4 has resulted in the diversion to the east coast of vessel con- 
struction having a total estimated cost of $12,995,930, or a monthly average of 
approximately $6,497, 965. Of this total, $12,327,906 represented vessel construc- 
tion diverted to the New York area. Details of these awards are as follows: 


Total esti- 


Type of vessels mated cost 


Area deprived of award 





37-foot patrol boats . $668, 024 | West coast. 

4 MC 60 class minesweepers 5, 205, 00 Do, 

120-foot steel deck cargo barges__-. 294, 150 Great Lakes and inland water- 
ways 

210-foot floating repair shops jhinind | 5, 996, 656 | Gulf coast 

37-foot patrol boats - ..- i 832,100 | West coast 


The following is the average monthly distribution of vessel-construction 
awards made by the Bureau of Ships during the preceding 22 months, as com- 
pared with the average monthly gain or loss sustained by the respective areas 
during the period May through June 1952, by virtue of Defense Manpower 
Policy No. 4: 


Monthly average 

hing from July 1, 1950, 
ares through Apr. 30, 
1952 


Monthly average 
gain or loss, May 
through June 1952 


East coast $28, 500, 000 +$6, 497, 965 
West coast... .. 17, 000, 000 3, 352, 562 
Gulf coast 11, 500, 000 2, 998, 328 
Great Lakes and inland waterways 5, 200, 000 — 147,075 


From the foregoing tabulation, it will be noted that the east coast scored an 
average 22.8-percent increase as a result of Defense Manpower Policy No. 4, 
whereas the west coast, gulf coast, and the Great Lakes and inland waterways, 
sustained average losses of 19.7, 26.1, and 2.8 percent, respectively, during the 
aforementioned period. Construction of all of these vessels, especially the 
minesweepers and floating repair shops, require the services of highly skilled 
marine engineers and shipyard workers. While these procurements may not 
have had a major impact on the shipbuilding and boat building industry, their 
diversion to the east coast points to an unwholesome trend which will, in time, 
defeat the announced objectives of Defense Manpower Policy No. 4 and will, 
moreover, handicap the Navy in its efforts to achieve essential mobilization and 
procurement objectives. Continued diversions of ship-construction work from 
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the west coast and gulf coast will increase rather than minimize the “strains 
and dislocations” in the economies of these areas, will cause the loss of vital 
shipyard “employee skills,” and may curtail, in such areas, the productive ship- 
building facilities upon which the Navy must rely in the event of total mobili- 
zation. ' 

Heretofore, the Bureau has achieved, through normal competition, an equitable 
distribution of ship-construction work throughout the country. This method of 
distribution has been particularly valuable from a mobilization standpoint, be- 
cause yards which are successful in a competitive procurement are usually those 
which have the experience and skill to produce the particular type of vessels 
under procurement most economicaily and expeditiously, both now and under 
emergency conditions. The application of Defense Manpower Policy No. 4, 
however, deprived us of some of the advantages of competition. It has been the 
experience of the Bureau that firms not located in certified surplus labor areas 
are reluctant to spend time and money in preparing proposals which, even 
though low, may be rejected, and that firms located in certified areas tend to 
withhold their best prices until they are requested to meet low prices submitted 
by firms not located in such areas. 

Because of the greatly curtailed shipbuilding program for 1953, it is anticipated 
that the retention of an adequate mobilization base of operating private ship- 
yards will become increasingly difficult. Funds for the second large carrier are 
being charged against funds originally earmarked for numerous other vessels 
in the 1953 program. The current volume of work is very small in comparison 
to the number of yards competing for such work. In fiscal 1958 this colume will 
be even smaller. This fact highlights the need for a wide distribution of the 
available work. 

The Bureau of Ships recently assigned the construction of the second large 
aircraft carrier of the Forrestal class to the New York Naval Shipyard. It is 
anticipated that this work will require the services of several thousand skilled 
shipyard workers per day during the construction period. While there were, of 
course, sound logistic reasons for assigning the carrier to New York, the Bureau, 
nonetheless anticipates some difficulty in obtaining the highly varied skills 
required for a project of this magnitude. Construction of this carrier, which 
is estimated to cost $209,700,000, should stimulate business throughout the New 
York area. It is conceded, however, that this work may not increase employment 
for textile or garment workers, or others comprising the current labor surplus 
in the New York area. New York may continue, therefore, to remain a certified 
surplus-labor area, thereby obtaining as a result of Defense Manpower Policy 
No. 4 an even greater abundance of vessel-construction work. It is considered 
that this will create an artificial and dangerous concentration of shipbuilding 
in the New York area which will be directly contrary to the Navy’s mobilization 
and procurement objectives and to the will of the House Armed Services Com- 
mittee, as previously stated. 

In conclusion, the Bureau of Ships, invoking the savings clause of section 6 of 
Defense Manpower Policy No. 4, finds that the continued application of the 
policy to the procurement of ships, boats, and other watercraft, is inconsistent 
with “other procurement and military objectives” of the Navy. 


Mr. Sweeney. The panel further found as follows: 


The private ship and boat yards are an important national defense asset. 
Past experience indicates that in the event of total mobilization all the facilities 
of all the private yards would be called upon for war production, and there 
would be need for even additional facilities. It is in the interest of national 
security that the private yards be preserved with their facilities in good operating 
condition and with their nuclei of shipbuilding labor skills. 

It is in the interest of national security that facilities and labor skills for 
shipbuilding, boatbuilding, and ship repair be dispersed as widely as practicable 
throughout the United States and that there be no undue concentration of these 
facilities and skills in any particular area or areas of the country. 


I am not speaking only for southern California. 

The panel concluded, and these conclusions were adopted by the 
Office of Defense Mobilization, that the Defense Department should 
vigorously apply procedures, including negotiated contract proce- 
dures, designed to secure the maximum possible utilization of surplus 
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shipbuilding, labor skills, and facilities in all shipbuilding areas of 
the United States. 

In 1943, 35.4 percent of the total productive workers in the industry 
were employed on the west coast and 46.5 percent on the east coast. 
In 1951, these percentages were 24.42 percent for the west coast and 
63.38 percent for the east coast. 

I know that many witnesses have appeared before this committee 
and have told the committee how essential a national merchant marine 
is to the welfare of this country during wartime. It has been called 
the fourth arm of defense, and I am sure that this committee realizes 
that, in order to have ships, we must have shipyards in which to build 
and repair them and, in order to have shipyards, we must have ships 
to build and repair, and that shipyards are an absolute essential to 
national defense, and because of their character, shipyards cannot be 
built after war starts, nor can the skills required be trained in a short 
period of time. 

I believe it can be safely stated, therefore, that we have the following 
undeniable facts: 

(1) That the shipbuilding and ship-repair industry is an absolutely 
essential adjunct to our national defense, without which we could not 
win a war. 

(2) That shipbuilding facilities should be maintained and the 
necessary skills preserved because in case of an emergency, facilities 
cannot be built overnight, nor can skills be acquired in sufficient time. 

(3) That the shipbuilding and ship-repair industry is a vital peace- 
time industry. 

(4) That in order to have a shipbuilding and ship-repair industry 
operating at the outbreak of a war, it must operate at all times during 
peace. 

(5) That to exist, the industry must have work. 

These things are so simple that it appears almost unnecessary to 
restate them. However, and unfortunately, these principles have been 
ignored. 

I have had a chart prepared which I would like to submit, which 
was taken from the records of various shipyards in southern Cali- 
fornia, and which shows the percentage of facilities of these yards 
that have been employed during the war and that are presently em- 
ployed, and which is based upon man-hours. I believe most every 
section in the country will show a similar deplorable situation. 

Senator Porrer. The chart will be made a part of the record. 

(The chart referred to is as follows :) 
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Mr. Sweenty. The question then is, What can we do about it? I 
am talking principally about the smaller yards. There are many of 
them, as Senator Magnuson and Congressmen Allen and Shelley know, 
in these areas. They are vital. 

(1) On the Pacific coast there has been a large fishing fleet. Before 
the war this fleet aided greatly in keeping the yards busy with their 
construction and repair. In the last several years the tuna-fishing 
fleet has been forced to curtail its activities because of the large im- 
portations of fresh tuna from Japan and Peru, which, because of lack 
of proper protective duties, coul | be sold ¢ heaper in this country than 
that caught by our own fishermen. The industry has had hearings in 
Washington, D. C., to get the tariff raised. It was said that the State 
Department objected. In the meantime, the fishing industry lan- 
guished and the shipyard industry suffered. 

The purpose of our Government is to insure domestic tranquillity, 
provide for the common defense, and promote the general welfare. 

To have raised the duty on tuna would have insured the domestic 
tranquillity of our fishermen. It would have given the shipyards more 
work and, hence, provided for the common defense and, thus, have 
promoted the general welfare of all. 

The State Department probably did not know that it was hurting 
our national defense. The Defense Department probably did not 
realize the effect upon the shipyards. 

I would suggest, therefore, that there be established in Washington 
a coordinating department whose duty it should be to call the atten- 
tion of both the President and the Congress to any unilateral action 
or policy of any department of the Government which is contrary to 
that of another department or which might be harmful to the national 
defense—-a coordinating department which tells the right hand what 
the left is doing. 

Senator Porrer. We have too many departments now. 

Mr. Sweeney. I agree with you, Senator. This question of the 
fishing fleet, as Senator Magnuson well knows, is a very, very serious 
question on this coast. 

Senator Butter. I don’t like to break up the honeymoon, but T beat 
that bill in the Senate. 

Senator Magnuson. My bill to put an import on tuna. 

Mr. Sweeney. He caused it to be- 

Senator Magnuson. He caused it to be dead. 

Mr. Sweeney. That created, and does create, a very serious situa- 
tion. 

Senator Burirr. It would have created a very serious situation on 
the east coast. We have to balance these things. 

Senator Porrer. Our fishing industry on the Great Lakes has gone 
by the boards. 

Mr. Sweeney. Our sardine industry is disappearing. If Congress 
could pass a few laws to bring the sardines back to California it would 
be nice. 

Senator Burier. Once again I will say that Senator Magnuson, 
Senator Knowland, and all the boys did all they could. 

Senator Magnuson. But you were too tough. 

Senator Burier. That bill was beaten because we had a lot of people 
who believed in free trade, along with other things. They all united 
on the matter. 
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Mr. Sweeney. I would like to have you go to San Diego and see 
the tuna fleet lying idle there and the men out of work. I am speak- 
ing of assistance, now, to national defense. I think a tariff there 
would have aided national defense. I didn’t know that tuna com- 
peted so greatly with cod from Massachusetts. Maybe it does. 

Senator Burier. We have an infant tuna industry in Maryland. 

Mr. Sweeney. Yes; I have eaten many oysters from Maryland. 

Senator Buriter. Which would have been put out of business by 
your tax. 

Mr. Sweeney. I will never give up an oyster for tuna. 

Senator Magnuson. You want to add another problem here, which 
is really not a part of the province of this committee, but adds to this: 
the herring fleet is finished. 

Mr. Sweeney. In California. 

Senator Magnuson. All over the coast. The herring have just 
disappeared. 

Mr. Sweeney. Down in southern California, we call them sardines, 
Senator. If Congress could pass a law to bring them back, it would 
be nice. 

Senator Magnuson. If they had not just disappeared, I might have 
blamed it on the Republicans, but it is not the fault of either party. 
They just disappeared. 

Mr. Sweeney. They were plentiful during the Democratic adminis- 
tration. 

Senator Porrer. We will bring back better ones. 

Senator Maenuson. It has laid up a considerable number of ships. 

Mr. Sweeney. It is terrific. It is a very bad situation, and one 
which is beyond the scope of this committee, I believe. 

Senator Magnuson. And the lamprey eel has chased all the fish 
out of the Great Lakes. 

Senator Porrer. Maybe we can tie up your tuna with my lampreys. 

Mr. Sweeney. (2) Since about 1951, our Government has awarded 
contracts for the construction of about $237 million worth of vessels 
in the private shipyards of Italy, France, Holland, the Scandinavian 
countries, and England. This was part of the foreign-aid program. 
These vessels consisted generally of wooden ships such as magnetic 
minesweepers. These ships contain many secret devices and, in our 
shipyards, no alien employee can have access to the work except by 
the consent of the Secretary of the Navy. Yet, we are building these 
vessels in countries where there are known Communists by the 
thousands. 

I have been informed that the Department of the Navy strenuously 
objected to having these ships built in Europe and that in the files 
of the Navy Department there is a memorandum to that effect. I 
am again informed that the State Department was back of this pro- 
gram and that the foreign-aid bill contains no mention of building 
ships abroad. 

In January of this year, the report is that $100 million worth of 
ship-construction contracts were let abroad, 

Senator Burter. I saw a number of those ships on the ways in 
Europe. A lot of them are being built, I believe, out of counterpart 
funds that otherwise could not be employed. They would be lost to 
us. I know that is true in Holland, where they are building eight. 
I don’t know whether it is true in Italy or not. 
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Mr. Sweeney. I don’t understand the counterpart funds. 

Senator Buruier. I don’t, either, so you and I are even. I think 
they are matching funds. Senator Magnuson will know about it, 
because he has been there longer than I have. I don’t know much 
about this business, but when we advanced aid under the European 
aid programs, they had to put u pbalancing funds under certain con- 
ditions. 

Senator Porrer. In their own currency. 

Senator Bur er. Those funds can only be spent in their own country 
for certain definite purposes. Some of those agreements have ex- 
piration dates. If we do not use that money within a given period, 
it lapses and goes back to the European government. 

I think a lot of that is tied to the State Department—I am not con- 
doning it—which figured that was the only way we could utilize those 
counterpart funds. 

Mr. Sweeney. I have another method here. 

Senator Macnuson. All foreign-aid bills, including the present one, 
contain what we call an offshore procurement feature in which they 
use the so-called counterpart funds. 

For instance, we are building a very highly secret night fighter in 
France with counterpart funds, which would be ultimately like the 
minesweepers, not turned over to the United States, but turned over as 
our share of the NATO agreement, the common defense of al! the 
NATO countries. That is the justification for doing this, using the 
funds in offshore procurement, that it will be used in the common 
defense of all the NATO countries, including some very highly secret 
airplanes. Minesweepers were in that category. 

Mr. Sweeney. Testimony before this committee shows that the 
shipbuilding industry in Europe has been booming since the war, 
while ours was passing away. Our building ships in Europe was like 
bringing more coals to Newcastle. If we had to actually spend the 
money in Europe, why didn’t we build laundries, bakeries, spaghetti 
factories, and the like, which could not injure us. A very weak excuse 
for this foreign shipbuilding program was that we were going to give 
them the ships anyway. This is no excuse. Our Government has 
already given many of the small ships built in our yards recently to 
the foreign governments. When we spend our own money in our own 
country, we at least create taxes. 

Just recently, some of these minesweepers were turned over to the 
French Government. We could build those in this country and give 
them to them, but I cannot see any reason why we should build them 
abroad. 

Senator Magnuson. We don’t give them to them. They are our 
contribution to the common NATO defense. They are turned over 
to such governments as are designated by the defense people, the chiefs 
of staff of NATO, on which we are represented, and they are operated, 
in this ease, by the French. 

Mr. Sweeney. I don’t understand why they can’t be built in this 
country and turned over. 

Senator Butter. Then we lose the funds abroad. We have to use 
those counterpart funds. 

Mr. Sweeney. Can’t it be property and not money? Can’t it bea 
contribution of ammunition, a contribution of ships? Does it have 
to be money? Iam not arguing, but it doesn’t seem logical to me that 
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when we have a situation like we have today that it should be done. 
i know the ships are being turned over to the foreign countries right 
how, 

Senator Burier. They are? 

Mr. Sweeney. The ships being built in America are now being 
turned over to the foreign countries in San Diego. French crews are 
being trained to take over these minesweepers. 

Senator Porrer. New ships? 

Mr. Sweenry. Absolutely. The crews areaboard. They are going 
to keep them. 

Senator Magnuson. Whether you agree with NATO or not, we 
pledged ourselves to a contribution to the common defense of the so- 
called NATO countries. These are part of our contribution. 

Mr. Sweeney. Senator Magnuson, I don’t disagree with NATO. I 
say that, instead of spending the money, give them the ships, which 
you are doing anyway, and if you can do it one time, you can do it for 
all times. 

All Navy contracts for the construction of ships in private yards in 
this country contain a termination clause for the convenience of the 
Government. Several contracts have been canceled under this. It is 
not considered immoral or dishonest for the Government to do so. 

I suppose that all European contracts contain the same clause. 

I suggest that all contracts for the construction of vessels in foreign 
countries be terminated by our Government and the balance of the 
funds remaining be used for the construction of the same type vessels 
in our own shipyards. We can then give these vessels to the foreign 
governments as foreign aid. 

I recommend that in the future, no money be appropriated for ex- 
penditure in any foreign country which may aid an industry there 
while a similar industry in this country is in a depressed condition. 

(3) In the first part of this year, there were approximately 137,000 
workers in the naval shipyards, which was more than in the private 
yards. On the Pacific coast, there was a total of about 50,000 shipyard 
workers, of which about 38,000 were in naval shipyards and 12,000 in 
private shipyards. 

In October 1952, in the San Pedro-Long Beach-Newport Beach, 
Calif., area, private shipyards employed only 118 men on Navy repair 
work, while at this same time, the Long Beach Naval Shipyard em- 
ployed about 8,300 men and the Navy Re} pair Base at San Diego about 
4,000 men; 12,300 to 118 on Navy repair work. 

I might say that the capacity of these private yards during the war 
employed about 35,000 men. I don’t mean to say here there were not 
more than 118 men working in these yards. There were approxi- 
mately 2,000 men working in these y nade on new construction, small 
boats, on commercial repair work. But there were only 118 working 
on Navy repair work. 

While the Navy had a paper policy of giving certain types of repair 
work to private yards, it was not then effective. 

I am glad to say that the administration, in the spring of this year, 
put the | paper policy into effect, and there is now a greater flow of 
Navy repair work to private yards in various parts “of the United 
States. I believe the administration was actuated by the principles of 
economy, free enterprise, and national defense. 
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This raises a very serious question. Should the Navy do most of its 
new construction and repair work or should it be done in private 
yards ¢ 

From a free-enterprise and economical point of view, the answer 
is in favor of private shipyards. 

From a national-defense point of view, the question has some difli- 
culties. 

I do not in the slightest suggest that naval shipyards be done away 
with. They have certain types of heavy equipment and large graving 
docks which all private shipyards could probably not afford. On the 
Pacific coast, very few, if any, private yards could drydock battleships 
and large aircraft carriers. 

Concentration of shipbuilding and repair work in a few large navy 
v ards is contrary to basic principles of national defense. It would 

be best to disperse this work to many private yards. 

In peacetime, if a private yard cannot get work, it must go out of 
business and when it goes out of business it sells its assets and dis- 
mantles its yard. It could not put it in mothballs because of the cost. 

A naval yard could close and the Government could afford to lay it 
up. The Government has such a yard at Los Angeles known as the 
Western Pipe & Steel Shipbuilding Yard. It can be easily activated 
in time of war. 

I have been informed that in a naval shipyard the number of em- 
loyees is fixed at a certain figure regardless of whether they can be 
heat economically employed at all times. This oftentimes causes 
a shipyard commander to repair vessels which should have been re- 
paired in private yards. 

Senator Magnuson. Your first statement is not correct. 

Mr. Sweenrty. Which is that? 

Senator Magnuson. ‘That the employees are not fixed. 

Mr. Sweeney. I can only say—I don’t want to mention any 
names—— 

Senator Magnuson. “We have put a ceiling on employees.” It 
is just the reverse. 

Mr. Sweeney. In Long Beach Naval Shipyard, a ceiling was fixed 
of 8,300 men last October. I asked—I will not say whom I asked— 
“Why don’t you lay some of these men off ? 

The answer was, “We have phoned Washington and asked to do so, 
but we have been told we cannot do so. These men are civil service. 
We cannot reduce that work force.” That came very straight and 
direct. It wasn’t reduced. Whether that is true, or whether that is 
false, I was only told that, and by an authority that I can hardly 
believe would not tell me the truth. 

Senator Porrer. They can reduce them. 

Mr. Sweenry. They can reduce them. They have reduced them. 
But at that particular time, this new policy of the new administration 
was not in effect. 

Senator Magnuson. There is a naval ceiling on naval-yard em- 
ployees, and that is allocated between yards. The Puget Sound Navy 
Yard has laid off, I would say, 40 percent of its ceiling. 

Mr. Sweeney. I appreciate that. 

Senator Maanuson. This has been over a period of 2 years. 

Mr. SHetitey. You just hada layoff, which was announced in Jan- 
uary or February, of about 700 in the San Francisco Naval Shipyard, 
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and it has gone down further. That took effect the 1st of September, 
and it has gone down further in the last 3 weeks. So, I disagree 
with what you were told. 

Mr. Sweeney. At the time I was told this, this happened: The 
telephone conversation was had with the Bureau of Ships to lay off 
200 men, and they were told they couldn’t. I do know what has 
happened since. I know of the new policy. 

In a private shipyard, the number of employees fluctuates with the 
workload. When there is no work, the men are laid off. A private 
shipyard must work in this manner to exist. 

The Navy is its own customer. It can control the amount of work 
that will be sent to its yards. Private yards must wait and hope for 
work, 

I would suggest that there be a still greater spreading of work 
between private and naval yards. This would aid in our national 
defense and keep private yards going in times of peace. If navy-yard 
7 ilities are thus put out of use, they can be laid up and preserved. 

I do not know exactly where the dividing line should be. Should 
all new naval construction be done by private yards? Should repair 
work be limited in navy yards to repair of large cruisers, battelships, 
and aircraft carriers? Should all overhauls of the reserve fleet be 
undertaken in private yards? 

A small-ship construction program was started in 1951 by the 
Government, and the Navy built most of these vessels in private yards, 
It gave them a breath of life. The program will be completed in 
about a year. The future looks black for the small yards. 

I recommend that a citizens’ committee be appointed to make a 
study and report to this committee on the question of allocation of 
naval ship construction and naval repair work between private and 
naval shipyards. 

Costs of shipbuilding and ship repairing are also an important 
factor in the volume of work. In the construction of vessels, approxi- 
mately 50 to 60 percent of the cost is direct labor, and in the repair 
of vessels a larger percentage of the costs is generally direct Shien 
Hence, wage rates havent important. Naval shipyards have been 
practically setting the pace of wage increases on the Pacific coast, 
and perhaps on the Atlantic coast. Naval shipyards’ wage rates and 
benefits are higher than those of private yards. In 1862 Congress 
passed the following law: 


34 U. 8. C. A. 505 


505. ConFroRMITY OF RATES OF PAY WITH THOSE OF PRIVATE ESTABLISHMENTS IN 
viciniry. The rate of wages of the employees in the navy yards shall conform, 
as nearly as is consistent with the public interest, with those of private estab- 
lishments in the immediate vicinity of the respective yards, to be determined 
by the commandants of the navy yards, subject to the approval and revision of 
the Secretary of the Navy (July 16, 1862, c, 184, 12 Stat. 587). [Emphasis 
added. } 


This law has not been changed, and it is the basic law for the de- 
termination of wage rates in the naval shipyards. However, this law 
has been and is now being completely disregarded in fixing wage 
rates. The Office of Industrial Relations of the Department of the 
Navy has charge of wage surveys which are made each year. In 
southern California, there is an area wage and classification office 
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and an area wage survey committee which I believe consists of at least 
20 members from various naval activities in southern California, 
the naval activities covering the area from San Diego to Santa Bar- 
bara (approximately 200 miles) and to Bakersfield, and from Ter- 
minal Island to Inyokern and to San Bernardino, Calif. The wage 
survey is not made only with respect to wages to be paid to employees 
in the Long Beach Naval Shipyard, but also with respect to approxi- 
mately 30 other naval activities. I am informed that the Wage Sur- 
vey Board received information from 119 firms. The Department of 
Labor also participates in this survey 

Senator Magnuson. Mr. Sweeney, the 1862 law merely provides 
that in a navy yard, a man doing comparable work shall be paid the 
prevailing rate in the area. 

Mr. Sweeney. In the immedi: te vicinity. 

Senator Maanuson. And the Navy creates a so-called labor board 
every so often to determine whether ‘those rates should be lowered or 
upped, according to the prevailing rate paid in the community. So, 
in effect, the prevailing rate of the private yards for comp: arable work 
for a machinist, say, is pretty much set for the navy-yard workers by 
the private pay that is given to him in the vicinity. It is just the 
reverse. 

Mr. Sweeney. I have read my statement on that. 

It will be noted that the statute states that the rates of wages of 
employees in navy yards shall confirm with those of private establish- 
ments in the immediate vicinity of the respective yards. There are 
about 10 private shipyards all within a radius of a few miles of the 
Long Beach Naval Shipyard. There can be no doubt that Congress 
intended that in the event a navy yard was surrounded by private 
shipyards, then it would only be logical and reasonable that the rate 
of wages in the navy yard conform with those of the private shipyards. 

The statute states that the wage rates of employees in navy yards 
shall conform with those of private establishments in the immediate 
vicinity of the respective yards. Now, when we find that the area wage 
survey committee not only contacted about 119 establishments, but 
also that the committee goes all over southern California to contact 
these firms, can we say that the committee, in fixing the rate of wages 
of employees in the Long Beach Naval Shipy ard bases those rates 
upon private Serer: in the immediate vicinity of the Long Beach 
Naval Shipyard? 

There is no question whatsoever but that the statute is being com- 
pletely disregarded in fixing wage rates for navy yards. 

This year “the wage increase at the Long Beach Naval Shipyard 
went into effect on June 15. For the year prior to the effective date 
of this new wage increase, the average straight-time hourly wage rate 
of a standard skilled mechanic or journeyman, plus average hourly 
a benefits such as annual leave and sick leave, in the Long Beach 

Naval Shipyard, was approximately $2.37 per hour. 

At this same time, the average hourly straight-time wage rate for 
standard skilled mechanics or journeymen in the private shipyards 
surrounding the Long Beach Naval Shipyard, plus average hourly 
fringe benefits for vacation, was $2.17 per hour. Hence, according 
to the statute, no wage increase should have been given to employees 
at the Long Beach Naval Shipyard. 
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I was permitted to go before the area wage-survey committee in 
Long Beach and present the side of private industry, and I was also 
permitted to write a letter to the Office of Industrial Relations of the 
Department of the Navy, setting forth our position. 

This letter is dated April 13, 1953, and 1 would like to have the 
same made a part of the record of this hearing. 

Senator Porrer. It will be made a part of the record at this point. 

(The letter referred to is as follows:) 

Los ANGELES 13, April 13, 1953. 
Subject: Current Wage Survey of Los Angeles Area. 
DEPARTMENT OF THE NAVY, 


Office of Industrial Relations, 
Washington 25, D. 0. 


(Attention: Rear Adm. George A. Holderness, Jr., USN, Chief of Indus- 
trial Relations) 

GENTLEMEN: I received a letter dated March 13, 1953, from the Department of 
the Navy, Office of Industrial Relations, Area Wage and Classification Office, Long 
Beach, Calif., stating that the Chief of Industrial Relations, Navy Department, 
had advised the area wage survey committee that I desired to make a presenta- 
tion to the committee regarding its current wage survey of the Los Angeles area, 
and I appeared before said committee at 1:30 p. m. on Friday, March 20, at the 
Long Beach Naval Shipyard. 

At this meeting, a stenographer was to take down all statements and transcribe 
the same. When I received the transcript, however, it was very garbled and in- 
accurate, and everything I had said had not been transcribed. I am not saying 
this in criticism of the stenographer, but just to point out that, if you attempt to 
read my statement, I wish you to know that it is inaccurate and not correct. 

At this meeting, I believe there were approximately 25 or more people present 
and I was informed that those present constituted the area wage survey com- 
mittee, representatives of the Bureau of Labor Statistics, the Army Air Force 
Wage Board, and observers. 

Mr. F. M. Becker, secretary of the committee, stated that the committee was 
made up of representatives of the commanding officers of the joint activities in 
the area and that the committee gathers data for comparable jobs in private 
industry and that the committee’s list consists of about 150 private firms of an 
industrial nature, which firms are located in Los Angeles County. Mr. Becker 
stated it was decided not to survey Orange County, as there is little industry 
there. 

Hence, it appears that this committee makes a survey of various industrial 
firms, perhaps 150 in number, which may be located anywhere in Los Angeles 
County, for the purpose of determining the wages paid by such firms for various 
job classifications. 

By letter dated June 28, 1952, from Under Secretary of the Navy to selected 
addressees, said addressees were informed of the new schedule of wages in the 
Los Angeles, Calif., area, and said letter sets forth the names of the naval ac- 
tivities to which said new schedule of wages would apply. The letter states that 
the schedule of wages was to be placed in effect at the beginning of the first pay 
period after July 12, 1952, and lists 38 naval activities to which said new wage 
rates would be applicable. Long Beach Naval Shipyard was one of said 33 activi- 
ties. These naval activities were located in various parts of southern California, 
including Los Angeles, Long Beach, Santa Ana, El Toro, Point Mugu, Seal Beach, 
Los Alamitos, Port Hueneme, Corona, Bakersfield, Hawthorne, Huntington Park, 

2asadena, Santa Barbara, San Bernardino, San Pedro, Santa Monica, Terminal 
Island, Compton, and Inyokern. In other words, the wage survey was not being 
made only with respect to wages to be paid to employees in the Long Beach Naval 
Shipyard, but to many other naval activities. As I understand it, after a wage 
survey has been made, then various hourly wage rates are determined by the 
Navy Department from this survey with respect to various job classifications and 
said wage rates are then put into effect in all of the naval activities as above set 
forth. 

At the time I appeared before the committee, it was agreed that I could submit 
to the Office of Industrial Relations a statement such as this in connection with 
anything that I may have said before the committee. 
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My discussion is limited to and concerns solely and only wage rates paid or to 
be paid at the Long Beach Naval Shipyard, Terminal Island, Calif. 


BASIC AND CONTROLLING LAW 


The only law in effect, to my knowledge, which relates to the establishment 
of rates of wages of the employees of naval shipyards is as follows: 


“34 USCA 505 


“505. CONFORMITY OF RATES OF PAY WITH THOSE OF PRIVATE ESTABLISHMENTS IN 
vicinity. The rate of wages of the employees in the navy yards shall conform, 
s nearly as is consistent with the public interest, with those of private establish- 
ments in the immediate vicinity of the respective yards, to be determined by the 
commandants of the navy yards, subject to the approval and revision of the Secre- 
tary of the Navy (July 16, 1862, ¢. 184, 12 Stat. 587).” [Emphasis added. ] 

By letter dated March 24, 1953, addressed to one of the shipyards in southern 
California, the Office of Industrial Relations stated as follows: 

“The Department of the Navy has not yet received data on prevailing local 
wage levels collected during the recent survey of the Los Angeles area conducted 
by the Bureau of Labor Statistics and the Department of Defense. When this 
information is received, an analysis will be made to determine the adequacy of 
the present schedule of wages for naval upgraded employees in comparison with 
vage levels prevailing over the entire area. 

“No wage increase will be granted except as the survey information may indi- 
ate as necessary to keep the Navy’s wage rates in conformance with the exist- 
ing wage levels of private industries in Los Angeles and vicinity.” 

The letter then states a portion of the above law and continues as follows: 

‘With the growth of the Naval Establishment over the years, the principles of 
this act have been applied to all types of naval activities, including air stations 
supply depots, and ordnance plants, as well as shipyards. In a single labor- 
market area, the rates appearing on the Navy’s area wage schedule apply to all 
naval installations in the vicinity. These rates are determined on the basis of 
rates paid by all types of industrial establishments in the same area which pro 
vide conditions of employment similar to that of the Navy and where employees 
perform work comparable to that of naval employees. 

“In view of this need for the Navy schedule to follow general industrial levels 
rather than those of a single industry, the rates paid ut a naval shipyard may 
not necessarily match those of private yards. In the opinion of the Department, 
to depart from the principle of following cross-industry wage levels would lead 
to an inequitable situation whereby the same occupations would be paid different 
rates by neighboring naval activities.” 

With the above short explanation of the operation of the area wage survey 
committee, it becomes readily apparent that the survey is not made in accordance 
with the basic law and is absolutely contrary thereto. 

I understand that there are voluminous regulations that have been promulgated 
in reference to these wage surveys. I have not seen these regulations. However, 
regulations contrary to the law are void and, regardless of what these regulations 
may contain, if they do not follow the basic concepts of the law, they should 
not be used. Our court decisions are replete with cases in which a governmental 
agency attempted to legislate through regulations, and the courts have invariably 
held that if tise regulations are not in accordance with the law, they are not 
only void, but any acts carried out thereunder are void. It might very well be, 
therefore, that if the method of establishing wage rates at the Long Beach Naval 
Shipyard is contrary to law, then the wages paid thereunder are void. This 
raises the question as to who, then, is responsible for repayment to the Govern- 
ment of wages paid in excess of those which should have been paid. 

An analysis of the basic law above quoted shows that it is in respect only 
and solely to the wage rates of employees in the navy yards, and it does not 
have anything whatsoever to do with some 32 other naval activities. It cannot 
be said with any substance that this basic law under which the Office of Industrial 
Relations states the survey is made has anything to do with such activities, for 
example, as Marine Corps Air Station, El Toro, Calif.; Naval Air Missile Test 
Center at Point Mugu, Calif.; Naval Reserve Training Center at Santa Barbara, 
Calif.; or the Naval Construction Battalion Center at Point Hueneme, Calif. 
The only activity of the 33 naval activities listed in the above letter of June 28, 
1952, from the Under Secretary of the Navy that comes within the law above 
quoted is the Long Beach Naval Shipyard. I believe that an analysis of these 
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activities will show that most of them are not under the Bureau of Ships, which 
is sufficient proof in and of itself that they are not and cannot be classified as 
naval shipyards. 

The basic law states that the rate of wages of employees in navy shipyards 
shall be determined by the commandants of the navy yards, subject to the 
approval and revision of the Secretary of the Navy. The law does not state 
that the rate shall be determined by anybody from the Department of Labor 
or from the Army, or by any officer in charge of the other 32 naval activities in 
question. Hence, it is my opinion that the area wage survey committee before 
whom I appeared is not a properly constituted body under the basic law and 
hence any and all findings or conclusions of said committee are void. I am 
sure that if the law had contemplated such a large wage survey committee as 
I appeared before, the law would have so stated, but the law is very simple and 
states that the commandants of the navy yards should make the determination. 
Of course, that does not mean the commandant personally, because the com- 
mandant can designate representatives, but under Navy administration, the com 
mandant could not designate as his representatives persons under the jurisdiction 
of the commanding officers of the other naval activities. 

The basic law is extremely simple and does not require voluminous regulations 
or a top-heavy wage survey committee which must be very costly to the taxpayers. 

A wage survey under the law, with respect to the Long Beach Naval Shipyard, 
could be made by 1 person in 3 days, or even less, 

This, then, brings us to the next question under the basic law. In a letter 
dated January 16, 1953, from the commandant of the Long Beach Naval Shipyard 
to one of the private shipyards, he stated as follows: 

“It has long been the policy of the Department of the Navy to contribute to 
the stability of the local wage structure by paying its employees wages which 
will approximate the going rates for comparable work in the area. It is believed 
that you will agree that this policy is equitable in that it minimizes unfair 
competition resulting from a Federal agency paying wage rates higher than 
those prevailing in the local area and, at the same time, insures fair treatment 
of the Government employees in that area.” 

Depending upon the interpretation of the words “local area,” I believe that the 
above statement fairly states the intent of the law with respect to the rate of 
wages to be paid to employees in navy yards. 

The law undoubtedly intended that the commandant of the navy yards would 
determine the going wage rates in private establishments doing comparable work 
in the immediate vicinity of the yard so that employees in the navy yard would 
not receive less wage rates than those employed in such private establishments 
in the immediate yicinity. I am sure it was not the intent of the law that the 
employees in naval shipyards would receive higher wages, but, by reason of the 
manner in which the wage surveys have been made by the Government, the result 
has been that the employees in the navy yards receive higher wage rates than 
employees of private shipyards in the immediate vicinity, which results in dis- 
satisfaction to private employees and causes unstabilization of wage rates n 
shipyards. This fact has been recognized recently by the Wage Stabilization 
Board in granting wage increases to private shipyards. Hence, the results of 
these wage surveys have failed to carry out the intent of the law. 

The above basic law plainly states that the rate of wages of employees in navy 
yards shall conform as nearly as is consistent with the public interest with those 
of private establishments in the immediate vicinity of the errs yards. 
Again, by the use of the word “conform,” it is plain to see tha 1e Wage rates 
in naval yards were never contemplated to exceed those of private establish- 
ments in the immediate vicinity. It is not consistent with the public interest 
that wage rates in navy yards should exceed those in private yards in the im- 
mediate vicinity, because when the wage rates in Navy shipyards are increased 
over those of private yards, another inflationary spiral is commenced, and infla- 
tion is not consistent with the public interest. 

It will be noted that the statute aboye quoted states that the rates of wages 
of employees in navy yards shall conform with those of private establishments 
in the immediate vicinity of the respective yards. In the immediate vicinity of 
the Long Beach Naval Shipyard there are about 10 private shipyards, some of 
which are on Terminal Island, the same island upon which the naval shipyard 
is located. Some are in Long Beach, which is easterly of the naval shipyard, and 
some are in Wilmington and in San Pedro, which are westerly of the naval ship- 
yard. The naval shipyard at Long Beach is surrounded by private shipyards 
within the radius of a few miles. What was the intent of Congress in using the 
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words “private establishments” in the statute? Congress undoubtedly meant 
private establishments of the same or type most similar to a Navy shipyard which 
employed personnel whose skills could be interchangeable, and if a difference in 
wage rates existed between Navy shipyards and private establishments, it would 
cause a migration of labor or an increase in labor rates. There can be no doubt 
that Congress intended that in the event a navy yard was surrounded by private 
shipyards, as is the case of the Long Beach Naval Shipyard, then it would only 
be logical and reasonable that the rate of wages in the navy yard conform to 
those of the private shipyards. 

It has always been the practice, in wage stabilization, to group the same indus- 
tries together so as to form a wage pattern for that particular industry at any 
place. This has always been recognized by the Government with respect to the 
shipbuilding and ship-repair industry and this industry has always been segre- 
vated as one complete, distinct, and separate industry from all others. 

On or about May 16, 1942, a conference was held in Chicago, Ill., in which 
labor, management, and the United States Government participated, manage- 
ment being those companies who were engaged in the shipbuilding and ship-repair 
industry in the United States. The conference well recognized that the shipbuild- 
ing and ship-repair industry was a separate and distinct industry and that, 
therefore, a pattern of wage rates should be decided upon with respect to the 
industry. The conference created four zones, to wit: The Atlantic coast, Great 
Lakes, guif, and Pacific coast. The conference then determined that the rate 
of pay for what was called a standard skilled mechanic should be $1.20 per 
hour in the Atlantic coast zone and the Pacific coast zone. This so-called stand- 
ard skilled mechanic, or better known as a journeyman, was the job classifica- 
tion around which the rate structure was built and hereafter I will use this 
same concept; that is, in speaking of wage rates, I will speak of those wage 
rates of a standard skilled mechanic. 

Under the Wage Stabilization Act of World War II, we had, as we all know, 
a National War Labor Board, and here again the shipbuilding and ship-repair 
industry was recognized as a separate and distinct industry, and a special com- 
mission, known as the Shipbuilding Commission of the National War Labor 
Board, was set up solely and only for the purpose of handling matters involving 
said industry under the Wage Stabilization Act. 

Also, during World War II, the National War Labor Board made wage surveys 
and set wage patterns, but these surveys related just to separate industries. For 
example, there was a wage pattern for the shipbuilding industry, for the air- 
craft industry, the rubber industry, the oil industry, the textile industry, the 
building and trade industry, and various other industries. 

Hence, I believe there is no argument as to the fact that the private ship- 
building and ship repair yards are a separate segment of industry. If in any 
place where a navy yard is located there are shipyards in the immediate 
vicinity, it was undoubtedly the intent of Congress that in construing the words 
“private establishment” under the stattue, it meant private shipyards, because it 
is only logical that navy yards and private shipyards should be included in the 
same pattern with respect to wages paid. 

However, we find the Area Wage Survey Committee surveying 150 establish- 
ments in order to determine the wage rate for the navy yard. This was not 
contemplated by the statute and has no reasonable basis. The probable reason 
that this committee makes such a survey is that it is attempting to set one wage 
rate for 33 naval activities spread all over southern California. As stated above, 
this is a violation of the statute, and hence, the reason becomes also invalid. 

It would seem to be primary, if a company were to commence a new ship- 
yard, that in order to determine what wages it would pay, it would make a 
survey of other shipyards in the immediate vicinity. This method has always 
been recognized by all Wage Stabilization Boards during World War II, and 
during the recent operation of the last Wage Stabilization Board. This Board 
had a regulation known as General Regulation No. 17, entitled, “Interplant 
Inequities.” Under this regulation, the Board entertained petitions for wage 
and salary increases in order to correct interplant inequities, and in order 
for an employer to obtain a wage increase under this regulation, because another 
establishment paid more than he did, he was obliged to submit a detailed 
justification of the basis upon which he selected the comparison group. The 
regulation in this respect provided: “the appropriate group of establishments 
in an appropriate industry or appropriate area with which the petitioner’s 
rates are to be compared.” 
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As stated above, the Board grouped various companies or establishments 
in an appropriate industry. If a company wished to get a wage increase because 
of interplant inequities, it would have to compare its wages with those of another 
establishment in the same industry, that is, in the shipbuilding industry, rubber 
ndustry, aircraft industry, or any other industry in which that company 
might be engaged. 

In the summer of 1952, the Surplus Manpower Committee, pursuant to section 
8 of Defense Manpower Policy No. 4, appointed a shipbuilding industry panel 
consisting of 3 members—1 from the public, 1 from the Department of Labor, 
and 1 from the Bureau of Ships. In its conclusion, this panel stated: 

“Shipbuilding, including all forms of boatbuilding and ship repair, is the 
appropriate industry unit for the purpose of Defense Manpower Policy No. 4 
* * 

The Office of Defense Mobilization, by its notification dated August 28, 1952, 
to the Department of Defense and General Services Administration, adopted 
the conclusions of the panel. Hence, here again we have a governmental agency 
stating that the shipbuilding and ship-repair industry is an appropriate industry 
unit. 

Proof, therefore, is abundant that when the words “private establishments” 
were used in the statute in question, it meant private establishments in the same 
industry—that is, in the shipbuilding and ship-repair industry. 

The statute then states that the wage rates of employees in navy yards shall 
conform with those of private establishments in the immediate vicinity of the 
respective yards. 

What is meant by the term “immediate vicinity’? Webster’s New Interna- 
tional Dictionary (2d edition, 1988) defines “immediate” as follows: 

“Directly or intimately touching or affecting; closest, primary, not ulterior; 
not distant or separated in time or space; adjoining; nearest; next. Of space 
in uninterrupted relation; continuous, direct, as the immediate contact of 
two objects.” 

The same dictionary defines the word “vicinity” as follows: 

“Neighboring, near; quality or state of being near or not remote; nearness. A 
region about, near, or adjacent, adjoining space, neighborhood.” 

It will be noted that the word “vicinity” is defined as being “near,” and the 
word “immediate” is defined as being “nearest.”’ One can never presume that 
Congress didn’t know what it was doing when it used these words. Our law- 
makers are intelligent men, versed in the English language. The statute in ques- 
tion could have left out the word “immediate” and just left in the word “vicin- 
ity” and it still would have meant private shipyards near the naval shipyard and 
not establishments all over the country, but the lawmakers went even further 
and for emphasis put in the word “immediate.” 

Hence, the use of the two words “immediate vicinity” not only meant near, but 
meant nearest. The word “immediate” was used to emphasize the word 
“vicinity.” 

The Circuit Court of Appeals, Sixth Circuit, in Long vy. London & Lancashire 
Indemnity Co. of America (119 Fed. (2d) 628), had before it a case involving an 
insurance policy in which the insurance company insured the plaintiff against 
loss resulting from an accident or accidents occurring at a location named 
in the policy “or upon the sidewalks, ways, or premises immediately adjacent 
thereto.” The accident and resulting injury, the court found, took place some 
60 feet east of the nearest portion of plaintiff’s property. The court, in holding 
that 60 feet was not on a way immediately adjacent to the premises of the plain- 
tiff, defined the words used as follows: 

“Used alone, the word ‘adjacent’ would mean ‘lying near’; ‘adjoining’ would 
mean ‘lying next’; although the words are often used synonymously. Webster’s 
International Dictionary, 2d Edition, Unabridged, the Shorter Oxford English 
Dictionary ; the New Century Dictionary; Funk and Wagnall’s Comprehensive 
Standard Dictionary, 1935. 

“In its instant usage, the word ‘immediately,’ as defined by the New Century 
Dictionary, means with no space intervening, or next, as ‘immediately adjoining.’ 
Other lexicographers are in accord. 

“We think the words ‘immediately adjacent,’ as used in the insurance policy 
under construction, have the same natural significance as the words ‘immedi- 
ately adjoining.’ Unless such construction be adopted, the word ‘immediately’ 
in the present context would have no practical effect. Its express use must not 
be disregarded. If the insurance company had intended to cover an accident 
on ways adjacent to the insured premises, there would have been no oceasion 
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for using the qualifying word ‘immediately’ in conjunction with the word ‘adja- 
cent.’ But, inasmuch as the word ‘adjacent’ has been actually qualified by the 
word ‘immediately,’ the two words used conjunctively must receive a reasonable 
interpretation. If policy coverage bad been intended despite intervening space, 
the insurer would have used such expression as ‘closely adjacent,’ or ‘nearly 
adjacent.’ ”’ ‘ 

While the above case referred to an insurance policy, yet the construction 
placed upon the words, and the fact that the qualifying word “immediately” as 
used in conjunction with the word “adjacent” was given great stress by the court, 
shows how the court would undoubtedly determine the statute in question. 

Now, when we find that the area Wage Survey Committee not only contacted 
150 establishments of which perhaps only 10 or so are private yards, but also 
that the committee goes all over Los Angeles County to contact these tirms, can 
we say that the committee, in fixing the rate of wages of employees in the Long 
Beach Naval Shipyard, based those rates upon private shipyards in the immediate 
vicinity of the Long Beach Naval Shipyard? Los Angeles County is a very large 
county and stretches over 100 miles distant from Long Beach Naval Shipyard. 

It will be noted under the above definitions that vicinity means neighborhood. 
If a person lives in East Los Angeles, he would never say that he lived in the 
same neighborhood with a person who lives in West Los Angeles. 

The very fact that the committee is known as the Area Wage Survey Commit 
tee, and its office is known as the Area Wage and Classification Office, shows 
that the committee makes surveys over an area, and it is submitted that since 
the statute does not use the word “area,” but uses the words “immediate vicinity,” 
the fact that the committee adopts and uses the word “area” in its name shows 
in and of itself the violation of the statute. 

As stated above, the statute uses the words “immediate vicinity,” which are 
still more restrictive than the word “vicinity.” However, the Department of 
the Navy is applying the statute in question to a large area. I do not believe 
that a court would hold that the words “immediate vicinity” mean “area,’”’ par- 
ticularly when that area is all of Los Angeles County. The method used by 
the Department of the Navy to make a wage survey with respect to the Long 
Beach Naval Shipyard defeats the meaning of the statute and constitutes an 
attempt arbitrarily to disregard the statutory mandate. 

It is my opinion that the acts of the Department of the Navy in establishing 
wage rates for the Long Beach Naval Shipyard and the method it follows, as 
above set forth, constitute a disregard of the statutory mandate and go fax 
beyond any possible proper application of the words “immediate vicinity.” 


WAGE RATES FOR PRIVATE SHIPYARDS IN THE IMMEDIATE VICINITY OF LONG BEACH 
NAVAL SHIPYARD 


Some of the shipyards in the immediate vicnity of the Long Beach Naval Ship- 
yard have labor agreements with the Industrial Union of Marine and Shipbuild- 
ing Workers of America, CIO, and others of said shipyards have labor agreements 
with unions affiliated with the A. F. of L. Attached hereto marked exhibit A, is 
the job classification and wage rate per hour of four shipyards having a labor 
agreement with the Industrial Union of Marine and Shipbuilding Workers of 
America, CIO, and attached hereto, marked exhibit B, is the job classification 
and wage rate per hour of five shipyards having labor agreements with unions 
affiliated with the A. F. of L. It will be noted that in all of these shipyards, 
the wage rate of the standard skilled mechanic, or journeyman, is $2.13 per 
hour. The fringe benefit of these yards is vacation pay, and the labor agree- 
ments generally provide for payment of 1 week’s pay, 40 hours at straight time, 
to each employee who has been employed by the company up to 5 years, and 
payment of 2 weeks’ pay, 80 hours at straight time, to every employee who has 
been employed by the company for over 5 years. 

Exhibit A and exhibit B are the rates of wages of eniployees in private ship- 
yards in the immediate vicinity of the Long Beach Naval Shipyard, and it is 
respectfully submitted that these are the wage rates, and the only wage rates, 
that the Department of the Navy should use under the statute in question in 
order to determine if the wage rates of employees in the Long Beach Naval 
Shipyard conform to those of private yards in the immediate vicinity. 

It is further submitted that the elaborate methods used, including a large 
number of personnel comprising the Area Wage Survey Committee, are a waste 
of money and manpower and totally unnecessary, and that they lead to im 
proper and invalid determinations under the statute in question so far as the 
Long Beach Naval Shipyard is concerned. 
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I wish to point out here that the Area Wage Survey Committee might attempt 
to argue that they found higher wages than paid by private shipyards in the 
oil tool and oil well industry, in machine shops and in other industries which 
they surveyed which are, for the most part, not in the immediate vicinity of the 
naval shipyard. While the wage committee states that it does not use the wage 
rate of the building and construction trades in Los Angeles County, yet it must 
be remembered that the Association of General Contractors, with respect to 
the building and construction trades, has a labor agreement with the six basic 
trades, most of whom are found in the naval shipyards and the private ship- 
yards 

The wage rate of the building and construction industry, and of the oil tool 
and oil well industry and some other uptown industries, is higher than that paid 
by private shipyards, and always has been. However, this fact has not caused 
a migration of labor and has not interfered with private shipyards in obtaining 
workmen. Private shipyards have existed in the vicinity of Long Beach Naval 
Shipyard for many, many years before the existence of the Long Beach Naval 
Shipyard, and during the war employed more men by far than the Long Beach 
Naval Shipyard. 

These private yards know the labor market and know very well that when 
higher wage rates are paid by other uptown industries, this fact does not 
prevent them from obtaining and retaining workmen. As I recall, back in 1940 
when the general wage rate for journeymen in private shipyards was $1 per 
hour, the building trades were paying carpenters, painters, ete., $1.35 per hour. 
It is well known that wage rates in various industrial units or industries vary 
from one another. That is, the wage rate in the airplane industry will vary with 
that in the rubber industry, and so on down the line. 

It is a natural economic consequence that the prevailing general wage rates 
in any one industry are usually the same in various companies comprising such 
an industry and that wage rates between industries do and will always vary. 
Hence, it is no argument whatsoever for the Area Wage Survey Committee to 
say that in order to obtain employees at the Long Beach Naval Shipyard, it must 
pay rates comparable to those paid by 150 establishments in various industries 
seattered all over Los Angeles County. 

I wish to say at this point that it is not my intention to criticize the Area Wage 
Survey Committee. They are merely carrying out, as I understand it, their in- 
structions and orders from the Department of the Navy pursuant to regula- 
tions promulgated under the above statute. I do say that if these regulations 
(which I have not read or seen) provide for the procedure used by the Area 
Wage Survey Committee, they are, as set forth above, invalid. It is well known 
that the administration that went into power in 1933, until the last election, tried 
to legislate by promulgating regulations, until we have more regulations than 
we have laws, to the utter confusion and uneconomical operation of industry. 


Wage rates—Long Beach naval shipyard 


| 


Wage rates per hour, effective dates 
Job classification inet 
| Nov. 20, 1948! | Nov. 12, 19502 Aug. 11, 19513 | July 12, 19528 


Boatbuilder | $1. 81 |. ail $2. 04 2. 13 
Boilermaker-...- . .- 1,81 | $1. 86 | 2.07 2. 16 
Electrician bis | 1.81 | 1. 87 | 2.07 2. 16 
Machinist__- | 1. 81 1. 87 2. 07 2. 16 
Painter | 1. 73 1.78 1.98 | 2. 06 
Pipefitter 1.81 | 1. 87 | 2.07 | 2.16 
Shipwright__. } 8 ku. | 2. 07 | 2.16 
Average 1. 79 | 41.85 | $2.05 | 62.14 
Average, including vacation and | 
sick leave 7 2.37 
Helper | 1,43 | 1. 51 1. 65 1. 74 
Laborer, heavy 1.39 | 1. 45 | 1. 59 1. 67 


! Rate in effect when yard closed. This is maximum rate. Intermediate 6 cents less. Minimum, 12 cents 
less. 

2 In effect when yard opened. This is maximum rate. Intermediate rate, 6cents less. Minimum, 12 cents 
less 

3 Maximum of 4-step range. 

4 Increase 6 cents. 

5 Increase 20 cents, 

6 Increase 9 cents. 

7 Annual leave: Under 3 years’ service, 15 days; 3 to 15 years’ service, 20 days; over 15 years’ service, 26 
days—for sick leave: All employees, 13 days. 
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Assume annual leave of 15 days, plus 13 days’ sick leave, equals 28 days. 
This is 204 hours for 8-hour day. Fifty-two weeks in year is 2,080 hours on 
basis of 40-hour week. 2,080 less 204 equals 1,876 hours actually worked in 
year. At present, average rate of $2.14 per hour, for 52 weeks, 40 hours per 
week, employee will earn $4,451.60 which, when divided by 1,876 hours worked 
in year, Will give average hourly wage rate of $2.37 

In private shipyards, journeyman rate is $2.13 per hour. Vacation is 1 week, 
or 40 hours’ pay, for employees with less than 5 yeurs’ service. By above 
same calculation, average hourly wage rate in private yards for journeyman 


is $2.17 


| | Difference 
} Above | Sata ,| between 
recent Cost living 
Date average | Wage | Percent /Cost living oe liv ian ee we | Wage in- 
, wage | increase increase index : _ crease and 
index rate . 
rates cost of 
living 
l (2 3) 4 5 6 7) 8 
Cents Cents | Cents 
Nov. 20, 1948 $1.79 171.4 
Nov. 12, 1950 1.85 6 3.3 175. 6 2.4 4 | +2 
Aug. 11, 1951 2. 05 20 10.8 185. 6 5.7 10. 5 +9. 5 
July 12, 1952 2.14 9 4.4 192. 4 3. 6 7 +2 


Column (1): This is the date wage increases went into effect at the Long Beach Naval Shipyard. I 
understand that the wage rate effective Nov. 20, 1948, was effective at the time the naval shipyard closed, 
and the rate effective Nov. 12, 1950, was effective the date the shipyard opened 

Column (2): This is the above average wage rate for the above 7 job classifications as of the date shown in 
column (1). 

Column (3): Amount of hourly wage increase 

Column (4): Percentage of hourly wage increase. 

Column (5): Cost of living, old series Consumers Price Index, United States, all items, Department of 
Labor. The old series was used because the adjusted series did not go back to 1947. The Department of 
Labor decided to do away with the old series, but President Eisenhower has ordered it to be carried on 

Column (6): Percentage of cost of living increase based on column (5) 

Column (7): Column (7) is column (2) times column (6) and shows the amount that the hourly wage 
rate could have been increased to equal the increase in cost of living. 

Column (8): This is the difference between column (3) and column (7) and shows the amount wages 
were increased per hour more than the cost of living increased. 


The last published Consumers’ Price Index, old series, was for February 15, 
1953, and the cost of living index was 188.6, which shows that as of December 15, 
1952, and as compared with July 15, 1952, the cost of living had decreased 2 
percent, which, when applied to the above average rate of $2.14 as of July 12, 
1952, would be a decrease of 4 cents per hour, and if the $2.14 rate was adjusted 
by reason of the decrease in cost of living, the rate would be $2.10. 

Between November 20, 1948, and July 12, 1952, the above average wage rates 
increased from $1.79 per hour to $2.14 or 35 cents per hour—a 20 percent increase. 
During this same period, the cost of living increased 12 percent, which, when 
multiplied by $1.79, is 21.5 cents. Hence, the wage rates in the naval shipyard 
increased 13.5 cents more than the cost of living increased between these dates. 

I have used the above seven job classifications as representing the major 
similar basic job classifications found in both naval and private shipyards. 

The above average wage rate of $2.14 for journeymen, effective July 12, 1952, 
in the Navy shipyard, was pursuant to the letter of June 28, 1952, of the Under 
Secretary of the Navy, above referred to, and was the result of a wage survey 
that undoubtedly was made, as is the present survey, during the early part of 
the then calendar year 1952. At the time this wage survey was made in 1952, 
the wage rate of standard skilled mechanics, or journeymen, in the private 
shipyards in the immediate vicinity of the Long Beach Naval Shipyard was 
$1.98 per hour. This readily shows that the above average wage rate of $2.14 
in the Long Beach Naval Shipyard, effective July 12, 1952, did not conform to the 
wage rate of the private shipyards in the immediate vicinity of Long Beach 
Naval Shipyard when the survey was made. This had a direct effect upon 
increasing the rates paid in private shipyards to their present wage rates. 

As shown above, the average of $2.14 per hour is the maximum of the fourth- 
step range, or is the maximum rate paid for the job classification in the naval 
shipyard. Some might try to argue that not all of the employees in the Navy 
shipyard get the maximum rate. However, if one has ever negotiated labor rates 
with the unions, one does not tell them that their men are not as competent 
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or capable as those in the naval shipyard, getting the maximum rate. As a 
matter of fact, the employees in the private shipyards are as capable us those 
getting the maximum rates. Hence, any comparison between private shipyards 
and naval shipyards must be made on the basis of the maximum rate paid. 


PRESENT TREND OF COST OF LIVING-—-INFLATION 


As stated above, the Consumers’ Price Index, old series, for February 15, 
1953, was 188.6, as compared with an index of 192.4 on July 15, 1952, which is a 
decrease of approximately 2 percent. 

There is absolutely no justification for increasing wages at this time, based 
upon the cost of living index. The unions in the past, in dealing with private 
industry, have used the increase in cost of living as a justification for wage 
increases. If wage increases did not cause price increases there might be 
some justification for this. By the same argument, of course, if prices decrease, 
then so should wage rates. 

As is well known, for the past several years, since the end of World War II, 
with the exception perhaps of one year, wage rates have been increased annually, 
until employees feel that this has become a custom. Of course, this is fallacious. 
It does not take much imagination to see what would happen if each year wages 
were increased just because they had not been increased during the previous 
year. Wages would coutinue to go up and so would prices, and the inevitable 
result, as everyone knows, is inflation. 

Many private companies have union agreements in which the wage rate is 
geared and tied into the cost of living and this decrease in the cost of living has 
caused a recent decrease in wage rates of employees. Some of these companies 
are North American Aviation, Inc., General Motors, railroad workers, textile 
workers, ete. In Los Angeles, the Association of General Contractors, who deal 
with the basic trades, are asking for a 17-percent deduction in wage rates this 
year. 

When an employee has in the past several years received an increase in wages, 
it has been but a momentary satisfaction, because the immediate result has been 
an increase in prices, and in the end, the employee is no better off and the country 
is in a deplorable condition. Increased wages not only are costly to the em- 
ployees by reason of increase in prices, but are costly to taxpayers from a na- 
tional defense point of view because the tax dollar only goes half as far now for 
national defense purposes as it did before the war. 

In a total war, 3 things can happen: (1) Physical destruction of the prop- 
erties in a country; (2) economic destruction of the country; (3) death to 
soldiers, sailors, and civilians. At the present time, Russia, without a declaration 
of war, has caused certain things to happen which are causing death to our 
soldiers and sailors and economic destruction to this country through inflation. 

Under our Constitution, it is the duty of the Federal Government to defend the 
country against its enemies, and it is likewise the duty of the Federal Govern- 
ment to do what it can to prevent economic destruction through inflation. I do 
not mean by this that the Government should step in and negotiate wage rates 
in private industry. The Government has tried this and one of the reasons why 
wage rates are so high in private industry is because of Government interference. 
However, the Government in its own establishments can control inflation by not 
increasing wages just because the year is up. 

I do not think it is necessary to belabor the point of the causes and effects of 
inflation. 

CONCLUSIONS 


(1) The present method used by the Department of the Navy in establishing 
the rate of wages of its employees in the Long Beach Naval Shipyard is contrary 
to the statute pertaining thereto. 

(2) Wage rates established by the present method at the Long Beach Naval 
Shipyard are void under the statute. 

(3) The Area Wage Survey Committee has no standing under the statute and 
with respect thereto is illegally constituted and is unnecessary and expensive, 
both in man-hours and money. 

(4) Regulations contrary to the basic law are void. 

(5) The present wage rate for private shipyards in the vicinity of the Long 
Beach Naval Shipyard with respect to standard skilled mechanics, or journeymen, 
is $2.13 per hour, and the only fringe benefit for employees is vacation pay, and 
for employees of less than 3 years’ service this fringe benefit adds 4 cents per 
hour, making the total wage rate cost in private industry $2.17 per hour. 
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The average wage rate for journeymen at the Long Beach Naval Shipyard is 
$2.14 per hour, and the fringe benefit for employees with less than 3 years’ serv- 
ice brings this up to $2.37 per hour. 

Hence, under the law, in order for the wage rates of employees in the Long 
Beach Naval Shipyard to conform with those in private yards in the immediate 
vicinity the wage rate of the employees of the Long Beach Naval Shipyard should 
be reduced. 

(6) The cost of living is decreasing, hence justifying again a decrease in 
wage rates. 

(7) Inerease in wage rates are inflationary, which is not consistent with the 
public interest, and wage increases and wage rates at the Long Beach Naval 
Shipyard have a direct effect upon those of private shipyards in the immediate 
vicinity. 

REQUEST 


It is respectfully urged and requested that the rate of wages of employees in 
the Long Beach Naval Shipyard be not increased. 
Very truly yours, 
R. D. SWEENEY. 





ExHIsit A 


The following is the job classification and the wage rate now being used and 
paid in various shipyards in the San Pedro-Wilmington-Terminal Island-Long 
Beach-Newport Beach area which have labor agreements with Industrial Union 
of Marine and Shipbuilding Workers of America (CIO). Some of these ship- 
yards having such agreements are Todd Shipyards Corp., Bethlehem Pacitic 
Coast Steel Corp., Craig Shipbuilding Co., and Long Beach Marine Repair Co., 
and while there may be a few slight variations in the wage rates, the basic rates 
for journeymen are the same: 

Wage rate 


Classification per hour 
Anglesmith, slabman, and flangeturner_._-____..____-__---_-___-_-.--.. $2. 28 
RS oe ee a a mec nee ibeareres ecm Ie oe lee Beh AE ae 2. 00 
Automotive equipment operator: 
Equipment under 1,000 pounds capacity and motoreycles__-__- J ee 
Equipment 1,000—10,500____—_ ape eb ciate sgaleatecameas SSN re) OE 
Equipment RO D-G OGD. CU nse teicher clever connie enacts 2.13 
Hysters, tractors, and special equipme nt, “apac ity over 40,000 pounds. 2.28 
Car washers, greasers, and tire changers eo tien ae 
Rees. ss op oasewees abe si er a > aa 2.13 
Rear ongeten. ain ck wn adenau chesesenesee ee ee ee 2. 46 
RT Ci Ta ae ee 2 ae Eis oS cane Kt RED sie ae 
Helper, heavy forge and Riis a nas a in cin cocceamemame eee 1. 91 
EE NNO oc ce rect en csnoe ee cee Beas eee ee 
Hammer operator_____-~ Ocha eee ees ieee reetar eae pp ati eee 
Le Roses Sco ac s2esec eee Seda Sce sl abacniondaaelaa alae giclee 2.13 
a a ak en oars eons Solana ie eee eee 1. 85 
Bolter-up, machine_____-.-_-~-- eae arallislpl a caasin te eared aS canadien pulpal. ae 
TOS colin ee eee eee eee aes ee ees ee Se ae 
I aha ss i ee cae etn esc a eiear ees eames ae een den ent ee aan Me 
eran Ct NO a re ae 2 ae oe ee rar te a ae ee = tea 
Chipper and caulker, steel______---- wea cesileds tamesssemeeaeeeeeewiipmpattinanioatacnl 2.13 
Cerne Tener Onereuet.. 48-2... eae a Solel ee le intakes 2. 28 
Concrete batching plant conveyor operator St a lkeciiemaesaaamansee aan 
COmpe ee eo a ae ce ala ieee ae ae ee 
Crane operator : 
iquipment under 20 tons___-_-------~- i alee ae cae a i kala 2.13 
I UNE. RD CORI oa cicnthinigecinctcinnsianren <etidcmncnaion estsicnnnpienaneniegenidins 2. 28 
Xquipment utilizing live booms irrespective of capac 2s pageeeten ecai a a ae 
Dockmen and marine waysmen_-____---~------_------~- SS ib abana 2.13 
Drillers and fasteners, wood ____.._._--__--_- et eet ee ne ae 2. 00 
Drier; reamer, and tapper ot ee Sinalpseieitad: ieee ann 
RT ORI Se int me an re a ces ae re me tos re Seas a 2.13 
Teer ER oe 2 ee Ee an a ee eee 2. 00 
Grinder, general: 
$66 C6AGh.. bc ctne ee SL Jistes ebeeee pecetoe date tapecceies 1. 85 
Se i nla innit sasnnnebaahaatieiainill sts hits cascada ici eiveariaaliatina 1. 94 


BOE oc cocccconcneasticctiacan cies it gli iaiapaiatiaiada cicaubliceseaiie nndukionnaieaiaamns® ane 
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Belve? cicuc Jens ‘ <a a i intel aa 1. 85 
Hooktender and slinger__ sl are al at. tices bese 2 a a 
Hydraulic press operator aa ate 2.138 
Improver : 
Mechanic rate not higher than $2.13: 
Se ae atid otal 't alae Si ainacttsili td testa edie tah tales aad 1. 94 
2d stage__ Secs aiead ci 
3d sti Sa ghentetinctenetnig Greta adits stig ty ehesecatitel 2. 05 
Mechanic rate in excess of $2.13 
Ist stage ns ep hccysnans << a OU 
2d stage -- ‘ ; ‘ gi~ve dantetenn ne 
3d stage : ; Sata tuceenias led 2.13 
Joiner 2.13 
Laborer : 
Cleaner and sweeper ; ; . oa 
Production, Ist 30 days oat aaus Ge i a0 sl mee 
Next 30 days_- : — ieee Wier egle: bb hed. J» eGR 
After 60 days 1. 85 
Leaderman (may work with tools as well as supervise) : 25 cents above 
basic mechanic scale in trade. 
Leading man, labor: 30 cents above labor seale. 
Leader, labor (may work as well as supervise) : 20 cents above labor scale. 
Loftsman and layer-out___ ~~ Lab hibei atlanta ad ds cited anal 2. 28 
Machinist, shop and marine___ ' iptnctebibains oes 2.13 


Material progress man: 


I i ot dia ie hee si Re i Ce, 
2d stage__- ahi lie 2. OO 
3d stage sododttthbdalaed ' sali inate: Jee 
Metal polishers, buffers, and plz a as ciated i Alc ticked ikl hail eth 7d aE 
Molders ; nmaicdatabaa~tiidk stad Sininiobtellsinsint| «at 
Painter, finish ee ‘ anda —— ‘ 2.13 
Painter, spray (while engaged in spray painting) —- snubs dianaa tata te canta iili 2. 35 
REDOUELE?,. GLORURRIIO?, OI) DIONNE ciestamntncionnoonenadmimumtene 2.13 
Plate shop machine operator eae etal a aii tanec CE ae 
(Control operator, countersinkers—shop. ) 
ee I screen h init tert aessintib cesta denenebiieabtieiinetereies 2.13 
(Bulldozer, bumper, joggler, mangler, nibbler, rollerman and 
planers, plate straightener.) 
Pilate BAUS. 06. on sh aia a ial tralian alld ei ole 2.13 
Powerplant engineer aa i ia sted hae 
Riggers__- ihe th lig ale elie ieee tian ila dala 2.13 
Rigger, loft EEL PEO I RIE N, 
Riveter ss casichisieiaigih kan sbidipean oeenrnemmmanitieianiaain wae a aa 
Heater 7 ha se cusicileliidi an aaa Mai Jacadincinastiin CRUe aa 
Holder-on__- aia i a ka ee ote ee ie Cae ae 
Passer - said aint ares in cial ih oaie tae an 
Tester ‘ : : Scat) Sey? Nee 2.19 
Sandblaster . ss ssi tnetis lana hea aici baie tA talc 2.13 
Sheetmet: il mechanic ea ae aaa nea a etal, ss cig 
al eee - lila iccalp eb aciieito sitive ooh einen SM 
Shipwright, boatbuilders, millmen, dubbers, and ‘stage riggers_____ ied 2.13 
a th a ee a a iden acasaccabeMaeh Dhianiit 2. 00 
Tank cleaner, scaler (tank and hull), and plastic armorer____.--________ 2. 00 
Tool room workers , 5 an canis Deidhiaesulianch tinisintaendadsecnidiaiie imei ania 
GRP GIN SOR SOON a asenlds eicnstninie wbdigincae a eanabaeniile Sadalision Abt iia htnlladinke pilbieitis anne 
I iti ences acrcand api Sh Risser ats wh eshceta washes PRR CT ee: 2.13 
Tool room keeper in charge__.--____ ited etiaicanght acta ndaas Sai aiid oamasaaceas 2.13 
Se NN ik citi nc sipeietall hes aie tels attain Kent ieth oak tee Te Beal 2. ig 
Warehouseman: 
I bogie, Je ieccntin gan hd Raines ei heath Mckee pie oe Bee 1. 88 
seats sb iis as i wicks Sie hark ax: th data le hha a i ee 1,91 
Stock clerks, issue clerks, “chee kers, receiving clerks, shipping clerks, 
countermen, storekeepers, packers and order clerks_...-_ __~ ~: ae 
TECHS 25>. 4. Gxinens abe Bickin dh ith oie a kote et ete hl:. Like 5 sikh eee 2.28 
Welder-tacker (1st stage welder improver) ___-_-_--.--_-_-.--.-.----__- 1. 94 


Welder, pipe and plate (when actually engaged on high pressure and boiler 
work if B. M. I. N. certificate is required, 25 cents above scale. 
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Exuisit B 


The following is the job classification and the wage rate now being used and 
paid in various shipyards in the San Pedro-Wilmington-Terminal Island-Long 
Beach area which have labor agreements with unions affiliated with the A. F. of 
L. Some of these shipyards are: Fellows & Stewart, Inc., Harbor Boat Building 
Co., Wilmington Boat Works, Inc., Al Larson Boat Shop, and Forster Shipbuild- 
ing Co.: 


Wage rate 


Classification per hour 
Journeymen, all crafts ; i . $2.13 
Helpers, all crafts and production laborers sani tgtiintatndl _ 1. 83 
Laborers, nonproduction we — - ‘ ‘ 1. 71 
Caulkers, wood 9 97 


Painters (while engaged in spray painting or in painting an erected mast 
which rises 10 feet or more above the deck, or in burning and sanding of 


bottoms painted with copper paint) —-_..--____ , es 2. 37 
Warehousemen : 
Warehousemen, general__- : 1.81 
Warehousemen, senior—_- a 1.858 
Stock clerks, issue clerks, checkers, receiving clerks, shipping clerks, 
countermen, storekeepers, packers and order clerks o 1.98 


Automotive equipment operators: 


Equipment under 1,000 pounds capacity and motorcycles —. ae 
Equipment 1,000-5,000 pounds 1. 90 
Equipment 5,000-10,500 pounds 1. 96 
Equipment 10,500-40,000 pounds. 5 ; aa am: tae 


Hysters, tractors, and special equipment, ¢ apac ity over 40,000 pounds__ 2.18 
Cranes, etc. : 


On all equipment 20 tons and over . dn ate! ..- 2.26 
On all equipment under 20 tons jt 2.13 
Equipment utilizing live booms, irrespective of capacity_- si 2. 26 


Mr. Sweeney. In this letter, we pointed out the basic law, decisions, 
the wage rates, trend of the cost of living, the effects of inflation, 
et cetera. However, it was like shouting in the wilderness. Absolutely 
no attention was paid to our thoughts, and effective June 15, 1953, 
the Navy Department raised the wage rates of standard skilled me- 
chanics in the Long Beach Naval Shipyard 17 cents per hour, and 
raised the wage rates of helpers 9 cents per hour, and of laborers 12 
cents per hour. The cost of living had not increased since the last 
wage ralse. 

Most of the labor contracts with the unions on the Pacific coast 
had an annual opening date of July 1, 1953. I negotiated for the 
various shipyards in the San Pedro-Terminal Island area having 
labor agreements with unions affiliated with the A. F. of L. We tried 
desperately to hold the rm because there was absolutely no reason 
for a wage increase this year, based on cost of living or based on any- 
thing else. It was purely iifintionary. However, the unions cited 
the wage increase of 17 cents per hour at the Long Beach Naval Ship- 
yard and used this as the reason why they should receive a wage in- 
crease. When the Government performs an act, it is often difficult 
to say that the Government is wrong. A government should never be 
wrong. We were compelled to grant the unions a wage increase, but 
were fortunate to hold the same to an increase of 12 cents per hour 
to journeymen, which was 5 cents per hour less than that granted by 
the Long Beach Naval Shipyard. This wage increase should never 
have been granted in the light of economic conditions and of the 
shipyard business. 

Senator Magnuson. You mean, the cost of living has not increased 
in that time? 
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Mr. Sweeney. No. I have the information in the letter I put in 
the record. At the time they made the survey, it was February 1953. 
The last wage increase was in effect around July 1, 1952. 

According to the Labor Department index of cost of living, it had 
not increased. 

Mr. Suetiey. Mr. Sweeney, take your 1953 survey and the figures 
that they came up with. Do you know what wage rate was in existence 
at that time in your private shipyards and when that had been ne- 
gotiated and went into effect ? 

Mr. Sweeney. I know 

Mr. Suetitey. When had it been negotiated and when did it go into 
effect ? 

Mr. Sweeney. On July 1, 1952, the wage rate for the standard 
skilled mec hanic or journeyman for private shipyards, the basic wage 
rate, was $2.13 an hour. 

Mr. Suetxey. It was negotiated prior to that and went into effect 
in July 1952. That bears out my experience, that most of these in- 
creases in the navy yards come into effect anywhere from 8 to 18 
months after the wage rate has been in effect by agreement between 
the unions and the private employer. I have worked very closely with 
that. 

May I ask one other thing? You say the average rate for a standard 
mechanic is $2.37. When you take that, do you take the average for 
5, 6, 7, or 9 different classifications such as an electrician, a shipfitter, 
a boilermaker ? 

Mr. Sweeney. I will tell you which ones I took. 

Mr. Suetiry. Because you will find different wage classifications 
for different trades, both in the navy yards and in private employment. 

Mr. Sweeney. In the private yards, we generally have the classi- 
fication of standard skilled cnauanie or journeyman at the same rate. 
There is generally no difference between the electricians, painters, 
machinists, or carpenters. They generally run the same. There are 
some premium such as caulkers, but the basic wage rate of those crafts 
are the same. I can tell you what they were in Long Beach. 

Mr. Suetiey. I am not quite familiar with that agreement. 

Mr. Sweeney. Which one? 

Mr. Suettey. Where you had a basic rate. Is that a straight 
across-the-board agreement where you have a standard journeyman’s 
rate? 

Mr. Sweeney. Yes, that is prevailing on the Pacific coast. 

Mr. Suetiry. You have different classifications; do you not? 

Mr. Sweeney. I am taking the standard skilled mechanic or jour- 
neyman. He can be a painter, a ¢ arpenter, a machinist, pipefitter, 
boilermaker, electrician, or whatnot. Those all get. the same basic 
hourly wage rates in the private shipyards on the Pacific coast. 

Do you wish to know how I arrived at the Long Beach rates? 

Mr. Sueciey. That is what I am driving at. 

Mr. Sweeney. I dislike to continue so long. Here is the way I 
arrived at it. Inthe Long Beach shipyard, a journeyman might have 
four classifications, first, second, third, and fourth.” We, in the pri- 
vate yards, only have one. So, I used the top classification. 

In the Long Beach Naval Shipyard the wage rates in effect in June 
or July of 1952 were as follows—I picked these classifications because 
they are more nearly similar to those in private yards: Boilermakers, 
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$2.16; boatbuilders, $2.13; electricians, $2.16; machinists, $2.16; 
painters, $2.06; pipefitters, $2.16; and shipwrights, $2.16. The aver- 
age is $2.14. 

Then, in a naval shipyard they get annual leave of 15 days, plus 13 
days sick leave. After they have been there a couple of years, that 
increases. But taking the annual leave of 15 days, plus the 13 days’ 
sick leave, it brings them up to $2.37 an hour. 

Senator Magnuson. You think that is too high ? 

Mr. Sweeney. I don’t say that it is too high. I say they don’t 
comply with the statute. I say we can’t be in competition with the 
Government, and that is exactly what is happening to us. Every 
vear these navy yard wage rates go up just before ours. You say 
8 months afterwards. It might be 8 months afterwards, but it is also 
2 months before, or 3 months before. 

I am just saying that I don’t think the statute is being followed 
and that the cost of shipbuilding and ship-repair rates on this coast 
are getting too high. Last year the increase on the Atlantic coast 
was either 6 or 7 cents for a standard skilled mechanic, to $2.06 or 
$2.07 an hour. I cannot recall which it was. 

I do think and I do say that they are not following the law in fixing 
the shipyard rates at the naval shipyards in this country. 

Senator Maenuson. Probably what happened, Mr. Sweeney, is that 
when they got down to Los Angeles, when they looked at the word 
“vicinity,” they got imbued with the expanding spirit of Los Angeles. 

Mr. Swrenry. I was astounded, Senator, when I went before the 
wage committee down there and found 24 to 30 people sitting in the 
room, all representing a naval activity. I thought I was going to 
see somebody that represented the navy yard. This was the Army, 
Navy—lI have a list of them—— 

Senator Suanouen My experience has been just the opposite, that 
the navy yard wage boards meet afterward and I would say that it is 
an average of a year later when the raise is made. 

Mr. Suetiry. That is my experience. 

Mr. Sweeney. On the Pacific coast, all of the wage contracts’ annual 
opening date is June 1. This 17 cents an hour went into effect before 
ours did. 

Senator Magnuson. That may have happened down there. 

Mr. Sweeney. In Seattle, it went up 13 cents in March. 

Senator Maenuson. We think we were entitled to it. 

Mr. Sweeney. I am not saying whether they are entitled to it or 
not. I think every man is entitled to what he earns. But I say they 
are not following the law. And when you want to know why it costs 
so much to build ships out here, that is one reason. It is because the 
wage rates are getting higher, and the Navy is setting the pace. We 
know it in private industry; it is no secret. 

Senator Magnuson. We never have any trouble competing on wage 
rates on building ships as between the east and west. Our efficiency 
is better. 

Mr. Sweeney. Well, I am going to tell you something complimen- 
tary to your section of the country. 

Senator Magnuson. We have trouble with the freight rates and 
materiel differentials. That is our problem. 

Mr. Sweeney. During the war, they built a wooden minesweeper of 
135 feet, for which the standard price in southern California was 
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$335,000 nate you people up north could do it for $300,000, and the 
east coast $285,000. 

Many of the shipyards have fixed-price contracts with the Navy 
Department for the construction of new vessels and at the time of this 
wage increase by the Navy, many yards were repairing vessels under 
fixed-price orders. 

In 1942, as a result of the Chicago conference between the Govern- 
ment, labor and management of ‘shipyards, the rate for standard 
skilled mechanics on the Pacific coast was raised 8 cents, to $1.20 per 
hour. ‘The Government paid all contractors holding fixed-price Navy 
contracts a sum of money equal to 8 cents per hour for each man-hour 
expended on the contract after the effective date of the new wage rate. 
This was voluntary on the part of the Government but, of course, 
completely fair. 

It is my opinion that the Government should reimburse all con- 
tractors holding fixed-price Navy contracts an amount of money equal 
to the increase in wage rates paid after July 1, 1953, multiplied by all 
man-hours expended after that date. 

There is no eaten but that the increase of wage rates in naval 
shipyards each year causes wage increases in private shipyards. 

I would aaa that there be a thorough overhauling of the 
method used by the Navy Department in fixing wage rates in naval 
shipyards so that the same complies with existing law. This is a most 
ser re matter. 

At the outbreak of World War II, one of the very first things 
that the Government did was to ask the owners of yachts and private 
vessels if they would permit the yachts to be used and manned for 
submarine patrol purposes. In some instances, yacht owners donated 
the use of their yacht to the Government during the period of the 
war, without compensation, and these yachts were returned, sometimes 
in very bad condition, without just compensation for their repair. 
The Government also found that the operators and owners of these 
yachts and private vessels had a great deal of knowledge with respect 
to maritime matters such as navigation, rules of the road, seamanship, 
and so forth, and they formed a great pool of potential naval officers. 
It is well known that the owners of yachts and private vessels in Eng- 
jJand saved innumerable lives in the Dunkirk invasion. 

During peacetime, the repair and construction of these private 
vessels forms one of the basic businesses of small shipyards. Due 
to high labor and material costs, owners of these vessels are not 
keeping them in good condition. This is a great loss of work to 
the private shipyards, and in case of war, the Government would 
find these necessary vessels in a somewhat bad state of repair. 

In the oil industry, a certain amount of depletion is allowed as 
an income-tax deduction in order to stimulate the production of oil. 

I would recommend that a thorough study be made for the pur- 
pose of amending our income-tax laws so that the owner of a private 
vessel which can be used in an emergency shall be permitted to deduct 
as a cost and expense for income-tax purposes the cost of upkeep, 
repair, alteration, and fuel to said vessels. This might seem fantastic 
and almost sacrilegious to some; however, with a thorough study, 
it can be seen that such a thing would accomplish two vital purposes : 
(1) To have these vessels kept in a better condition for use in a 
national emergency, and (2) to stimulate the business of the private 
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shipyards. I have been told that such action by Congress would be 
one of the greatest helps that these small yards could have. Of course, 
the shipyards, if they made a profit on this work, would be obliged 
to ps ay an mecome tax to the Government. 

There has been some talk that our Government, with respect to 
‘a rehabilitation of South Korea, intends to furnish the South 
Koreans with fishing boats. I recommend that these fishing boats 
be constructed in the United States, and not in Korea 

7. In the event of surplus labor in any geographical area, I would 
recommend that in the future any manpower policy with reference 
to the awarding of contracts be on an industry basis, rather than on 
a geographical basis. It may be that a certain geographical area 
will have a labor surplus in a certain industry and a labor shortage 
in another industry. Manpower Policy No. 4 did not take this into 
consideration. For example, the New York area had a labor surplus 
of textile workers. It had a shortage of shipyard workers. Textile 
workers could never qualify as shipyard workers. A shipyard in 
‘Terminal Island, Calif., bid for the construction of three naval vessels 
and was the lowest bidder in the United States. Under Manpower 
Policy No. 4, the Navy was required to ask a shipyard in the New 
York surplus labor area if it would take the contract at that price 
and a New York shipyard did so. The California shipyard was 
obliged to lay off American workers. The New York shipyard was 
not able to get sufficient shipyard workers and received permission 
from our Government to import alien shipyard workers from Nova 
Scotia in order to perform the contract. This is a situation, of course, 
that should never exist. 

8. In Government procurement contracts, harsh clauses and terms 
and conditions are creeping in. In the master repair contract for 
the alteration and repair of vessels, the Government has included 
some very harsh terms which impose such a great liability upon 
shipyards that it could ruin them. Shipyards would never enter 
into such a contract for the repair of a vessel with a private owner. 
Due to the impoverished condition of the shipbuilding and ship- 
repair industry, and the economic situation in which yards find them- 
selves, they are forced by this economic pressure to disregard the 
inequities of these contracts and execute them with the hope that 
nothing will happen. 

The Supreme Court of the United States, in the case of Cook v. 
l’nited States (91 U.S. 389). said: 

If it [the United States] comes down from the position of sovereignty and 
enters the domain of commerce, it submits itself to the same laws that govern 
individuals there. 

The Supreme Court has also held that a Government contract should 
be interpreted, as are contracts between individuals, with a view to 
ascertaining the intention of the parties, and to give it effect accord- 
ingly. 

In other words, when the Government enters into a contract, it 
should not, because of its sovereign capacity, impose upon the con- 
tractors more harsh terms and conditions than the contractor would 
agree to ina contract with a private individual. A harsh and inequita- 
ble contract is not beneficial to either party 

Over the past few years, the Navy Bacattaien has awarded a great 
many contracts for the construction of small vessels in small yards. 
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Some of these contracts are nearing completion and, due to causes 
beyond the control of the shipyards, the cost of the construction of 
these vessels is greater than anticipated. This is a growing serious 
matter, but at this time I feel that the Bureau of Ships, Navy Depart- 
ment, will work it out to the satisfaction of the shipyards. However, 
if this is not done, undoubtedly congressional help will be needed. 

9. We have recently been informed that the former Secretary of 
Labor, Mr. Durkin, had requested of the Navy Department that the 
Davis-Bacon Act be made applicable to all contracts between the 
Navy Department and shipyards for the construction and repair of 
vessels. This would have a disastrous effect upon the shipyards and 
upon labor negotiations, and would create a chaotic condition. The 
law was never intended, I am sure, to be applicable to the shipbuilding 
and ship-repair industry, and since it was passed in 1931 no attempt 
has been made by the Government until recently to make shipbuilding 
and ship-repair contracts subject to the law. It would appear that 
by this administrative interpretation over a long period of years, the 
law was never intended to cover such contracts. 

1 would recommend that a study be made to amend the Davis-Bacon 
Act so that it will specifically exempt contracts for the construction 
and repair of vessels from its effect and operation. 

The shipbuilding and ship-repair industry is a proud industry, 
and we are not asking for charity. We feel that we are an essential 
industry to the general welfare and to the common defense of this 
country. By the very nature of this industry, the necessary equip- 
ment, machinery, and tools are expensive to procure and to keep up. 
The industry must have work to survive. We trust that this com- 
mittee will recognize our problems, which are not only our problems 
but also those of the Federal Government which, under the Constitu- 
tion of the United States, must provide for the common defense, and 
to do so there must be maintained a healthy, vigorous shipbuilding 
and ship-repair- industry. | 

I greatly appreciate having had this opportunity to appear before 
this committee. 

Senator Porrer. Thank you very much, Mr. Sweeney. 

(The following letter was later received for the record :) 

Los ANGELES, November 12, 19538. 
Hon. CHARLES E. POTTER, 
Chairman, Special Subcommittee on Maritime Subsidies, 
Senate Office Building, Washington, D. C. 

Dear Sir: I testified before your Committee on Maritime Subsidies in San 
Francisco on October 22, 1953, concerning Pacific coast shipbuilding and ship 
repair. From one of the questions asked me by Senator Magnuson, I feel that 
perhaps what I stated might have been misunderstood and | am writing this 
letter to clarify this situation. 

I stated as follows: 

“T have been informed that in a naval shipyard the number of employees is 
fixed at a certain figure regardless of whether they can be kept economically 
employed at all times. This oftentimes causes a shipyard commander to repair 
vessels which would have been repaired in private yards. 

“In a private shipyard the number of employees fluctuates with the workload. 
When there is no work, the men are laid off. A private shipyard must work in 
this manner to exist.” 

Senator Magnuson stated that a ceiling was fixed setting the number of em- 
ployees in a naval shipyard. I agree with his statement. However, my point 
was that the ceiling for each naval shipyard is fixed in Washington, D. C., and 
the local naval shipyard commander cannot change the ceiling either upward 
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or downward. If he does not have sufficient work to economically employ the 
men fixed by this ceiling, he cannot without authority from Washington, D. C., 
lay off any of these men. This authority is usually not forthcoming. The 
result is that men are not economically employed at all times at a naval shipyard. 
Private industry knows this to be a fact. It is not the fault of the local naval 
shipyard commander. 

Just last week a notice appeared in the local press that the Bureau of Ships, 
Navy Department, had increased the ceiling of employees at the Long Beach 
Naval Shipyard by 200, raising the ceiling to 6,880 shipyard employees. 

Hence, I believe my statement made before your committee was correct, but 
probably misconstrued. 

In my statement to the committee I also said with respect to wage rates and 
increases in wages that naval shipyards have been practically setting the pace 
of wage increases on the Pacific coast and perhaps on the Atlantie coast. Al- 
though my statement was questioned, it is absolutely correct. I was permitted 
to file with the committee a letter dated April 13, 1953, which I wrote to the 
Office of Industrial Relations, Department of the Navy, concerning this matter. 
In January of 1953 the private yards were informed by the Navy Department 
that the Navy was making its annual wage survey with respect to wage rates 
at the Long Beach Shipyard and the other naval activities in southern Cali- 
fornia. As I stated to the committee this wage survey in my opinion was made 
contrary to the existing law. As a result of this wage survey, the Navy Depart- 
ment raised the wage rate of standard skilled mechanics in the Long Beach 
Naval Shipyard 17 cents per hour and raised the wage rate of helpers 9 cents 
per hour and of laborers 12 cents per hour. This wage increase became effective 
at the beginning of the first pay period after June 15, 1953, which was June 
15, 1953, and the wage rates became effective on that date. At the time of the 
survey the wage rates in the Long Beach Naval Shipyard were higher than 
those of the surrounding shipyards and no increase was justified. The labor 
agreements between unions and private shipyards in the area of San Pedro and 
Long Beach provide that the annual date for wage or other contract changes 
is, in case of the yards having agreements with unions affiliated with the A. F. 
of L., July 1, 1953, and in yards having agreements with CIO unions this date 
varies from July through August. 

here is no question whatsoever that the wage survey at the Long Beach Naval 
Shipyard with respect to wage rates just preceded the time that the private 
shipyards began their negotiations with the unions and the increase had an 
sbsolute effect upon these negotiations and tended to raise wages in private 
yards. I have negotiated labor contracts on behalf of the shipyards in this 
area since 1935 and have written the labor contracts with the A. F. of L. unions 
for the past 10 years and I am quite familiar with the situation. 

I am enclosing copy of a letter from the Secretary of the Navy, dated May 
28, 1953, which plainly shows that the wage rates at the Long Beach Navy Ship- 
yard were placed in effect in June 1953. I have omitted the schedule of wages 
referred to in this letter because of its length. 

[am also taking the liberty of enclosing herewith copy of letter dated March 
18, 1953, from Shipbuilders Council of America addressed to the Secretary of 
Navy protesting these wage increases at Navy shipyards. 

It is my opinion that your committee will perform a great service in looking 
into this wage question. The increase at the Long Beach Naval Shipyard this 
year was an unjust expenditure of public funds which is not understandable 
in light of the fact that this administration seeks to economize. I do not blame 
the new administration for this however, because it is one of those bad things 
that was previously started and its momentum carried it forward this year 
before the new administration had an opportunity to check it 

I would like to state that I consider a healthy union an asset to any company, 
and the private shipyards are not antiunion and their labor relations in this 
area have been excellent. 

! also stated with respect to the above wage increase by the Long Beach Naval 
Shipyard that the cost of living had not increased since the last wage raise. I 
was questioned as to the accuracy of this at the hearing. but in the above- 
referred-to letter of April 13, 1953, on page 15 the cost of living index was 
pointed out. 

The old series Consumers Price Index of the Department of Labor under “all 
items’ show that the index on July 15, 1952, was 192.4 on February 15, 1953, 
188.6 and on June 15, 1953, 190.0. I believe my statement therefore that the 
cost of living had decreased was correct. 
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I find in reading over my mimeographed statement that unfortunately an 
error was made therein on page 8 in which I stated that in the first part of this 
year there were approximately 337,000 workers in the naval shipyards. This 
was a typographical error. It should have been 137,000 workers. Will you 
kindly change the record accordingly? 

I was greatly impressed with your committee and appreciate very much 
being asked to testify. I am deeply interested and concerned with the American 
merchant marine in all its phases and have been since 1917. 

If I can be of any assistance in any manner whatsoever to your committee in 
this regard, please let me know. 

With kindest regards, I am 

Respectfully yours, 
R. D. SwWEENEY. 
ec: Hon. John Marshall Butler, Hon. Warren G. Magnuson. 


DEPARTMENT OF THE NAVY, 
Washington 25, D. C., May 28, 1953. 

From: Secretary of the Navy. 

To: Selected Addressees. 

Subject: New Schedule of Wages, Los Angeles, Calif., Area. 

Reference: (a) NCPI 250.4—6b of December 24, 1952. 

Lineclosures: (1) Los Angeles, Calif... Area Schedule of Wages superseding Sched- 
ule dated June 28, 1952. (2) Established Four-Step Ranges for Second 
Step Rates in Schedules of Wages. 

1. Enclosed is the new schedule of wages for the Los Angeles, Calif., area. 
The activities in this area are those listed in enclosure (1), following the caption, 
“Applicable at.” Particular attention is invited to footnote 1 of enclosure (1). 

2. Effective concurrently with the effective date of enclosure (1), the pay 
rates for shop personnel supervisors, chief quartermen, quartermen, and lead- 
ingmen, and other applicable ratings where such ratings are authorized and in 
use, shall be revised in accordance with provisions of reference (a). The super- 
visory cents per hour differentials to be used are listed in enclosure (1). 

3. No change shall be made in pay rates for master mechanics, foremen, and 
other group 1V—a ratings which are not computed on trade rates. 

4. Wage rates indicated in enclosure (1) are the second step rates in the four- 
step rate range. The value of the other three steps in the rate range appropriate 
to each rate in enclosure (1) will be found in enclosure (2). In the table in 
enclosure (2), the first, third, and fourth steps of the ranges have been set at 
96, 104, and 108 percent, respectively, of the second step rate. 

5. Wage rates in enclosure (1) shall be placed in effect at the beginning of 
the first pay period after June 13, 1953. 

JOHN F. FLopere, 
Assistant Secretary of the Navy for Air. 


SHIPBUILDERS COUNCIL OF AMERICA, 
New York 6, N. Y., March 18, 1953. 
Hon, Ropert B. ANDERSON, 
Secretary of the Navy, 
Washington, D. C. 

Dear Mr. Secretary: The Shipbuilders Council of America, which is a trade 
association of the shipbuilding and ship-repairiug industry, is greatly concerned 
with a report that the hourly wages of naval shipyard workmen in the Puget 
Sound area have been increased 13 cents per hour, and that a wage survey is now 
under way in the southern California area as a basis for an adjustment of wages 
in the naval establishments in that area. It is assumed that wage surveys are 
under way or contemplated in other areas. 

The shipbuilding and ship-repairing industry has just undergone protracted 
Wage negotiations with the unions and is now in a reasonably stabilized condi- 
tion. Any action on the part of the Government to increase wages in the naval 
shipyards cannot help but react upon the private yards by encouraging the 
unions to undertake to secure another round of wage increases in an industry 
in which activity is on the downgrade and which already has such a high wage 
level as to be completely outclassed in world competition for either shipbuilding 
or ship repairing. 





1Enclosures omitted. 
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The prevailing rate of wages in all trades in the naval shipyards historically 
has been maintained by the Navy at a higher level than in the private shipyards 
which has made it most difficult for the private shipyards to retain skilled crafts 
men in competition with the naval shipyards and has provided a continuous 
incentive for demands for increased wage levels in the private yards. 

The council, on behalf of the industry, has always protested this policy of the 
Navy as detrimental to the welfare of the shipbuilding and ship-repairing 
industry, an industry upon which the Navy must rely in time of national emer 
gency and which national policy deems essential to the national security. As 
long ago as 1929, a protest was addressed to the then Seeretary of the Navy. 
Charles Francis Adams, and frequent protests have been submitted over the years 
since that time : 

The act of 1862 upon which the wage surveys and determinations by the Navy 
is based provides that the rates of wages shall conform with those of private 
establishments in the immediate vicinity of the respective yards with the sig 
nificant qualification “as nearly as is consistent with the public interest.” 

The establishment of wage levels predicated upon the pattern of unrelated 
industries in the vicinity instead of upon the pattern of the shipbuilding and 
ship-repairing yards in the vicinity is certainly inconsistent with the public 
interest. It is well known that many unrelated industries operate at higher wage 
levels than shipbuilding and ship-repairing yards. ‘To force the latter to meet 
that higher wage level by using it for the pattern for naval shipyards only 
operates to increase the differential between foreign shipbuilding and ship-repair 
costs and those of domestic vards, now the highest in the world. Furthermore, 
the pattern of establishing higher rates in the naval shipyards than in the private 
vards cannot help but contribute to the vicious inflationary spiral in which we 
now find ourselves, 

It is requested that the Navy reconsider its policy of wage patterns in the 
naval shipyards to the end that both the Navy and private industry benefit by 
decreased costs and the competition in wages between the Government and 
industry be eliminated, all of which will contribute to the national security 

It likewise is requested, that, pending such reconsideration, no further increases 
be put into effect in the naval shipyards 

Your consideration of this important matter so vital to the welfare of an 
essential industry will be greatly appreciated. 

Very truly yours, 
L. R. Sanrorp, President 


Senator Porrer. Mr. Bridges, we are sorry to have kept you waiting. 


STATEMENT OF HARRY BRIDGES, PRESIDENT, INTERNATIONAL 
LONGSHOREMEN’S AND WAREHOUSEMEN’S UNION 


Mr. Brings. It is quite all right. 

Senator Porrer. We will be interested in hearing your statement. 

Mr. Brivers. My name is Harry Bridges. I am president of the 
International Longshoremen’s and Warehousemen’s Union. Our 
union bargains on behalf of all but a handful of longshoremen, marine 
clerks, and related waterfront workers on the west coast, in British 
Columbia, in Alaska, and in Hawaii. 

You have invited me to testify today on maritime labor-manage- 
ment relations, with special reference to labor-management joint 
efforts for promotion of the United States merchant marine and with 
regard to the economy of the shipping industry in relation to mari- 
time labor. 

We certainly believe that a constructive program designed to further 
the interests of the United States merchant marine is overdue. The 
union I represent, and especially its waterfront members, have a clear 
and direct stake in the strength and stability of the shipping industry ; 
their jobs and security depend upon a merchant marine which is 
healthy, stable, and progressive in all its component parts, both off- 
shore and domestic. 

36174—54—pt. 2——20 
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This statement, today, is intended to indicate our position with 
regard to measures which will produce and maintain such a merchant 
marine. 

We have filed a detailed statement with the committee in order to 
present our view of and our suggested solutions to the situation pres- 
ently confronting the maritime industry. We have indicated our posi- 
tion not only as far as labor-management relations are concerned, but 
we have also stated what we see to be the main obstacles to building and 
operating a modern and efficient merchant fleet under the American 
flag. 

I might interpolate, Senator, and say that in this brief summary 
that I have prepared the ‘re is no statistical documentation. We think 
that this statement is adequately documented. 

Senator Porrer. If you have any documents that you would like 
to make a part of the record, feel free to do so. 

Mr. Brivees. | mean the statement that I have already presented. 
Instead of taking all day to read it, I have made a brief summary, 
which is intended to touch upon the highlights. 

Senator Porrer. Thank you. Your complete statement will be 
made a part of the record following your summary. 

Mr. Briners. Although I represent a union which is involved in the 
shipping industry mainly in terms of shoreside workers who make a 
livelihood working both American- and foreign-flag vessels, never- 
theless, we are vitally concerned and affected by what happens to the 
fleet operating exclusively under the American flag. 

In this respect we want the members of this committee to bear in 
mind that the continued decline in the American merchant fleet will 
not affect the members of the ILWU as directly or as sharply as Amer- 
ican seamen or American shipowners. 

Senator Porrrr. You also represent men who are operating with 
foreign ships ? 

Mr. Briwces. That is right, Senator. That is my point, that I would 
say as far as our group is concerned, they will suffer possibly less than 
anyone because cargoes are carried in foreign bottoms. 

Senator Porrer. You are going to handle the work? 

Mr. Bringes. Yes; we will handle the work. So long as cargoes 
move in and out of American ports, no matter what the vessel which 
carries them, American longshoremen will do the loading and dis- 
charging. Our concern with the future prospects of the American 
fleet is not, therefore, exclusively from the point of view of the jobs 
and the security of our own members. 

We just want to emphasize that we would narrow down our ap- 
proach to this problem if we let it go at that. You can move 90 per- 
cent of your cargoes through, I think, foreign bottoms and we get 
the work. Possibly we are the only workers who do benefit from so 
much of the cargo moving this way, but that is the fact. 

More than that, the ILWU has an interest and a concern about the 
diminishing volume of seagoing freight, the dwindling number of 
American-flag vessels, unemployment of American seamen, and the 
folding up of ‘the American maritime shipping companies. These are 
broader than our immediate regard for just longshore labor-manage- 
ment problems. The fact is that despite certain differences that might 
exist between the union and management on other questions, we see 
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some of the economic problems pressing upon the industry today as 
being of immediate importance to us. 

An adequate—adequate in the sense of fitting the needs of sections 
of the American economy and its specialized transportation require- 
ments—and an up-to-date fleet is the first requisite of an American 
merchant marine today. This means that the construction, the maint- 
enance, and operation of an American-flag fleet in both domestic and 
foreign trade should be recognized as an essential national problem. 
Thus, the need for Government aid in many forms, including con- 
struction and operating subsidies, aid in the construction of proper 
berthing facilities, the development of new and improved cargo- 
handling facilities, and the extension of subsidies to operations in the 
domestic trade. 

The main losses to maritime shipping on the west coast have re- 
sulted from a sharp decline of coastwise and intercoastal shipping. 
This happened as a direct result of Government policy during World 
War II, when the ships on these runs, either under Government op- 
eration or privately, were diverted to overseas runs as part of the 
war effort. Since the war, neither these vessels nor their replacements 
have returned to their original domestic runs to the same extent as 
prewar. 

Let me add another point to that. When the Government com- 
mandeered the intercoastal and coastwise vessels in the early part of 
the war, those shipping companies made plenty of money on the deal. 
We know that. But they could still have the money today, in our 
opinion, invested in ships and their problem would not be solved, 
_ rause they still need cargoes and other things. 

I don’t want the committee to think that we don’t know about some 
of the money that was made by some of the ship companies in the 
early days of the war on the Red Sea run and some of those other 
runs. 

Senator Porrrer. That has caused, the lack of an adequate coastal 
and intercoastal service, today, a lot of your men, I presume, to be 
on the beach ? 

Mr. Brinces. No, that is not the situation with our men as yet. The 
employment for longshoreme sn is holding up very well. We are not 
anywhere nearly as bi adly affected as seamen are. 

Senator Porrer. The increase in offshore trade has absorbed most 
of your men in that respect ? 

Mr. Brivers. Offshore, and foreign trade, that is right. 

It has been this allover decline in coastwise and intercoastal ship- 
ping which largely accounts for the postwar problems besetting the 
west-coast industry, and not, as has been at times erroneously re- 
ported, “waterfront labor difficulties.” 

During World War II, when the Government took over the ships, 
cargoes were diverted to truck, rail, and even a small amount to 
freight-plane carriers. At the same time, the Federal policy of sub- 
sidies and aids to the railroads, trucking companies, and airlines, has 
helped these competing carriers to retain this traflie which formerly 
went in ships. 

The Federal Government has, therefore, a direct responsibility to 
help the domestic shipping industry get back on its feet. 

But instead of facing up to this responsibility and adopting a na- 
tional policy aimed at rehabilitating and aiding the maritime indus 
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try, Congress has added to the problems by creating new competition 
for the ship operators through the MSTS, by permitting civil-service 
longshore operations to reduce the stevedori ing work available to the 
private stevedoring companies, by imposing restrictions on foreign 
trade and by directly subsidizing the rebuilding of the merchant 
marine in foreign countries. It is a fact that the foreign maritime 
nations, with their new, fast fleets, are today driving American ships 
off the seas, partly because of the subsidies they have received from 
their own and from this Government. 

This is not to say that we oppose foreign maritime countries oper- 
ating their own fleets over such ocean routes as they choose. Not at 
all. But we do feel that the American fleet has to be helped into a 
position where it can compete successfully. 

Our union has its troubles and problems with the shipowners and 
the stevedoring companies. Every time we sit down to negotiate 
new contracts or to change our existing contracts, the operators com- 
plain almost tearfully about high and constantly increasing labor 
costs. 

Well, we know labor costs are high, and we know we have helped 
make them high, and they’ll probably go higher. But 2 or 3 things 
should be kept in mind on this score: First, the labor costs were 
plenty low to start with. Second, the workers’ dollar today is at an 
all-time low. ‘Third, the subsidies which the industry obviously 
needs should not come from the maritime workers in the form of 
low wages, long hours, and bad working conditions. Even a return 
of the industry to the open-shop conditions would not solve the 
shipowners’ dilemma. 

On the other hand, although we, as a union, do not wholly accept 
the shipping companies plaints about being nearly broke, we do 
know their profit take is not what it used to be. And we don’t buy 
any ideas that they run ships to give us jobs. They run ships and 
move cargoes for a profit, as they always have, but we know, from 
practical knowledge of the industry, profits are off, plenty. 

It is just another way of saying that the old gray mare is not what 
she used to be. 

And also, on this profit issue, we are not in the business of worrying 
about shipowners’ profits. Primarily, that is their concern. I rep- 
resent a union, a nonprofit organization. But we do have a direct 
interest in some ways. I will give you one example. 

We have a pension plan. For every ton of ¢ argo, with some ex- 
ceptions, that passes over the west- coast docks, 234% cents goes into 
our pension plan. There are exceptions for bulk cargo and lumber. 
If cargo movements are cut down, the money in the pension fund 
begins to dwindle, and we have to start curtailing either the pension 
benefits or retirement. 

So, when I talk of profits, I am not worrying so much about the 
ship operators going broke or being broke, despite what they say, 
but—— 

Senator Porrer. You have a little personal interest in it with the 
pension fund ? 

Mr. Briners. Yes: that is one thing. We negotiated a new con- 
tract last June, and for the first time that J recall, at least, some ship- 
ping operators sat down with myself and other members of my organ- 
ization and, in effect, produced the books. They showed us the rec- 
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ords of a number of voyages here and there, and especially inter- 
coastal voyages, and showed by en own figures that they were cer- 
tainly not making any money. I don’t think they were kidding us. 
So, it is like the birds and bees. There are economic facts of life 
that we recognize, at least, to that degree. 

But we still want to see the ships run and cargoes move. 

Senator Magnuson. They can’t move without. profits. 

Mr. Briners. I never said they should. There are a lot of profit 
experts around, without me trying to pose as one. 

Senator Magnuson. What you are saying is that you want them to 
be in a healthy, free-enterprise position, so that, therefore, indirectly, 
you people will be in that position ? 

Mr. Bripers. What I am saying is this, Senator: I know ships run 
for profit, and I don’t think they will run them unless they can make 
a profit. We want the ships to run, and I have reasons for wanting 
them to run. Anybody can put that together. 

Senator Magnuson. It is all put together. 

Mr. Brivers. All right, thank you. 

We therefore urge upon this committee a policy on maritime mat- 
ters which not only increases Federal aids for the construction and 
the operation of American-flag vessels, but which also eliminates the 
competition of the MSTS and of civil-service longshore gangs. 

We believe that steps in this direction is what are required today, 
and not any empty echoing of the charges that the west-coast mari- 
time industry is a ghost of its former self because of bad west-coast 
labor-management relations. 

As a matter of fact, the labor-management relations in longshore 
are good—they have been that way for some years past—and as far 
as we can see, they will remain this way, and probably improve in 
the future. This is not to say that everything is perfect or couldn’t 
be improved—far from it. We still have our problems; there are 
sporadic stoppages, and there are other differences that arise from 
time to time—and some of them, I might add, reach serious propor- 
tions—but we have efficient collective-bargaining machinery to handle 
our management-labor problems and to solve them. And we mean 
to continue to do so. 

San Francisco, as the committee has probably already learned, is 
uniquely a maritime city. And no group in the city is more aware of 
this than the longshoremen and warehousemen who are members of 
the ILWU. Almost the entire economic life of this community, and 
of its people, is tied to the waterfront and to the transpacifie trade 
which has always flowed through the Golden Gate. San Francisco 
and its harbor has not idly been called the gateway to the Pacific. 

Because the city is so sensitive to the ups and downs of maritime 
traffic business generally, the whole city, and not simply that part 
directly connected with the waterfront, cannot hope to prosper if the 
economic trend in the waterfront is in the other direction. 

Therefore, we in the ILWU have an immediate union interest in 
the state of health of the maritime industr vy. These are our members 
and their families, working all over San Francisco, whose economic 
security is directly tied in “with what happens to shipping and car- 
goes. We have no interest in seeing economic struggles develop in 
the maritime industry unless our members are convinced that their 
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security, their union, their positions in the community, are being 
substantially threatened. 

Understanding this, the committee should understand the conclu- 
sion reached by our union—and shared, we might add, by many man- 
agement groups—that transpacific trade such as trade with China, 
and trade with eastern Europe, should be reopened to American op- 
erators and not left exclusively to their foreign competitiors. 

For example, we think that a major reason for the recent reduction 
in California cotton acreage is the absence of any cotton shipments 
to China where there is a vast market for cotton and textile goods. 
And other California products, like cheap dried fruits, have been 
cut back as a result of the reduction of trade with the eastern European 
countries. 

We cannot have a modern and efficient merchant marine, even with 
subsidies, unless we have trade and cargoes. Trade restrictions, like 
those presently imposed on China and other parts of the world, 
inhibit the growth of a modern American merchant marine. 

Moreover, we cannot expect to clevelop a going American-flag fleet 

long as the Government contrives to subsidize the competing do- 
mestic carriers lavishly while skimming off the cream of the offshore 
traffic and routes them through the MSTS. 

In conclusion, I'd like to point out that even if these problems 
upon which I have touched are worked out, the maritime industry 
still requires a stable work force composed of men who are secure 
on the job and secure in their futures. Such a work force of necessity 
must be organized into trade unions of their own choosing. 

Chis stable labor force, acting through its trade union organiza 
tions, will not only meet and help solve 5 re labor-management prob 
lems of the industry, but will be able to play a major role in the solu- 
tion of other problems as well. The economic and the social security 
of the members of the ILWU, and of other maritime unions, are tie«| 
into the future of the maritime industry. As a union, our responsi- 
bility to our members and our obligations to advance their interests 
necessitates our playing an active role in these other spheres as well. 

Senator Porrer. Are there any questions! Do you have the shape- 
up system in your union, Mr, Bridges? 

Mr. Briners. No, Senator. It is covered in detail, I think, in one 
of the appendixes to my statement, the way that the hiring of long- 
shoremen is carried out on the Pacific coast. 

Senator Porrer. They are hired on the basis of rotation so that 
each one gets a certain amount of work? 

Mr. Bringes. Not rotation, decasualization and equalization. It is 
not strict rotation. There is an effort made to see that individual men 
and gangs of men are sent to those jobs with which they are familiar, 
certain skilled jobs, certain hazardous jobs, and things like that. 

Senator Porrer. Is it done by gangs or individual men ? 

Mr. Bringes. Gangs and individual men. But the sarnings are 
equalized at the end of the year, the earnings of all gangs and men 
that want to work and put in the available time, they do not vary 
more than $25 between each man and gang. 

Senator Porrer. Thank you kindly for your statement. 

Senator Magnuson. Before Mr. Bridges goes, I just want to say 
for the record, and I, again, don’t want to belabor the point, but I 
am in thorough disagreeme ‘nt with your suggestion on page 6, until 
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those countries show some honest disposition to have peace in the 
world. That is my statement. 

Senator Porrer. I am in disagreement with him, but he has a right 
to make his statement. 

Mr. Brivers. You are not just disagreeing with me, Senator. 

Senator Magnuson. I know that. 

Mr. Brinezs. I have heard some of the testimony here. 

Senator Magnuson. It is a subject of great controversy. I have 
given it a lot of thought. 

Mr. Brivers. I know a lot of businessmen who say, “Why don’t we 
do something about China trade? Why don’t we do something? Why 
don’t you do something/” I always have my neck out a mile. They 
might not say it here, but they say it to me, quite a few of them. 

Senator MaGnuson. I think Senators have a long neck, too, on this 
subject. Until they quit being our enemy and killing our kids, and 
fighting us, I don’t think we should give them even a shadow—— 

Senator Porrrr. Not even nonstrategic materials of any kind. 

Mr. Brincets. The point in my statement, if I may explain it—— 

Senator Magnuson. I do think when there is some honest effort 
toward peace in the world, and when we achieve it, there is no question 
but what this great trade in the Orient would be helpful. ‘Those 
people need many, many things that we can ship and will ship to 
them. 

Mr. Brivers. My point is this, Senator. I was asked and confined 
my testimony to the economics of the situation. They are there. You 
are talking about political considerations. 

But the fact of the matter is that with our approval—maybe not our 
approval—but with our help, almost every other nation in the world 
is trading with those countries, and if they keep it up much longer, 
we can do all we like and we will never get it back. 

Senator Magnuson. I think that is wrong, too. 

Mr. Briners. That is what has happened. 

Senator Magnuson. And I don’t think the British like me very 
much for my stand. 

Mr. Briners. I don’t think they exactly love me. 

Senator Porver. Mr. Bridges, your statement will be made a part 
of the record. 

(The statement referred to is as follows :) 


STATEMENT OF Harry BriIpGES, PRESIDENT, INTERNATIONAL LONGSHOREMEN’S AND 
WAREHOUSEMEN’'S UNION 


My name is Harry Bridges. I am president of the International Longshore- 
men’s and Warehousemen’s Union. Our union bargains on behalf of all but a 
handful of the longshoremen, marine clerks, and related waterfront workers on 
the west coast, in British Columbia, in Alaska, and in Hawaii. 

You have invited me to testify today on maritime labor-management relations, 
with special reference to labor-management joint efforts for promotion of the 
United States merchant marine and with regard to the economy of the shipping 
industry in relation to maritime labor. 

We certainly believe that a constructive program designed to further the inter- 
ests of the United States merchant marine is overdue. The union I represent, and 
especially its waterfront members, have a clear and direct stake in the strength 
and stability of the shipping industry. The jobs and security of our members 
depend upon a merchant marine which is healthy, stable, and progressive in all 
its component parts both offshore and domestic. 

My statement today is intended to indieate our position with regard to the 
measures which will produce and maintain such a merchant marine, 
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UP-TO-DATE FACILITIES AND UP-TO-DATE SHIPS 


The first requisite for an adequate merchant marine is a sufficient fleet of 
modern, fast freight and passenger vessels capable of competing offshore with 
foreign-flag vessels, and in domestic runs with railroads and over-the-road trucks. 

While a substantial proportion of United States privately operated vessels 
meet these requirements, there are still many which do not. Weare not equipped 
to enter into the controversy over how many such outmoded vessels there are, 
but, by any satisfactory standards, there are many. The Association of Ameri- 
can Ship Owners testified last May before the House Committee on Merchant 
Marine and Fisheries that 41 percent of privately owned vessel constituted 
“strength” and 59 percent “weakness.” A more optimistic scare was published 
by a group of 14 shipping companies holding differential-subsidy contracts. 
They concluded (in their brochure, published in May 1953, Attainable National 
Objectives for the Privately Owned Dry-Cargo and Passenger Fleet) that only 
21 percent of the vessels constituted “weakness.” 

At least the 159 Liberties which, last May, were owned by unsubsidized lines 
should be replaced by modern ships. The Liberties are clearly obsolete. 

We support a shipbuilding program which, over a period of years, would turn 
out the needed modern ships. This, in our judgment, should be planned so that 
the shipbuilding industry could avoid the feast-and-famine existence which has 
characterized it for so long. Adequate Government subsidies, properly scheduled 
over a number of years, would make it possible to plan the type of building 
program required to develop and maintain an up-to-date fleet. Subsidies are 
clearly necessary in order to keep up with the building going on in foreign 
countries, At the moment, many of them are way ahead of us. 

Most important, the building program should be spread geographically so that 
all the major port areas can share in the work. Specifically, the west coast 
should not be overlooked. 

To meet the needs of modern ships and the requirements of fast turn-around 
schedules, we need modernizing docking, berthing, and terminal facilities. This 
is an area in which San Francisco has been backward, relative, for example, to 
Long Beach. The new Mission Rock Terminal is very fine, but it is only one 
where many are needed. Current intercoastal operations, in particular, where 
port time is of the essence, require the very latest in berth facilities with plenty 
of space for rapid cargo handling and to permit cargo piling and sorting being 
done before and after the ship is in port, 

Here again, various forms of Government aid should be made available, if 
necessary, to provide the required facilities. In this instance, it is largely the 
responsibility of State and local governments to do the job. 

Modernized cargo-handling methods are equally necessary. Where mechanical 
equipment and labor-saving devices operate not only to increase productivity, 
but also as a means of reducing the amount of backbreaking and hazardous 
labor that has traditionaly characterized longshore work, and adequate job 
security supplied, labor-saving devices are welcome. 


SHIP OPERATORS NEED REASONABLE ASSURANCE OF STEADY AND PROFITABLE OPERATIONS 


The second requisite for the type of merchant marine which I have outlined 
is a reasonable degree of security for the private operators. Such security, 
we feel, cannot be assured unless the Federal Government is prepared to sub- 
sidize their operations to a degree probably greater than is now being done. 
Operating subsidies are now confined to certain essential foreign-trade routes. 
We think they will need to be expanded to include some domestic trades as well. 

There is nothing new or revolutionary about subsidies in the field of trans- 
portation. Through land grants and mail subsidies, the railroads have been 
able to operate on the whole profitably. And our present network of airlines 
could never have been developed without the subsidy hidden in mail contracts 
and many other forms of Federal aid. Confining subsidies, as is done now 
in shipping, to differential subsidies on the theory simply of meeting foreign 
competition, is too restrictive. The Government should provide such assistance, 
to any branch of the industry, as is necessary to accomplish the objective of an 
adequate fleet, if operated under modern and efficient methods. 


LIMITATION OR ELIMINATION OF MSTS 


Both labor and management in the shipping industry need guaranties that 
the Government will not, itself, operate a competing shipping service. They 
face plenty of competition already. But it is precisely this which the Govern- 
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ment is now doing with its Military Sea Transportation Service. MSTS com- 
petition is particularly harmful to some operations because MSTS handles 
cargo on some of the most profitable runs, This not only reduces the operators’ 
profits, and the flexibility of the shoreside work force, but makes it difficult, 
if not impossible, for private shipping companies to handle other less profitable 
cargo which otherwise they would be able to carry. We consider that the 
maintenance of a large so-called nucleus fleet which consisted on April 1, 19538, 
of 260 vessels, is contrary to established public policy of fostering the private 
merchant marine. 

Moreover, the MSTS nucleus fleet does not employ merchant seamen. This 
is particularly serious at the present time, when from one-third to one-half 
of the unionized merchant seamen are unemployed. As of April 1, 1958, these 
260 ships in the nucleus fleet employed 24,155, exclusive of shoreside employ- 
ment. As of approximately the same date, active seagoing ships of the merchant 
inarine employed 72,150. Thus, more than one-fourth of the combined total 
of men employed to move passengers and freight were employed directly by 
MSTS. 

These 24,000 men hold jobs which would otherwise have been held by merchant 
seamen employed under union conditions. While there may be military justifica- 
tion for the use of the 10,000 of these who are uniformed naval personnel, we 
see no justification for the almost 14,000 civil-service workers. Though paid 
the same base wages as union seamen, these men do not enjoy anything like 
the conditions provided in union agreements. Their grievance machinery, in 
particular, is wholly unsatisfactory, providing simply for one appeal after an- 
other to higher officers, There is no provision for union representation or for 
impartial arbitration. 

We are concerned not only with the absolute size of the nucleus fleet, but 
with the fact that while it expanded to meet the situation created by the Korean 
war, it has not since contracted. All of the recent reductions in the merchant 
fleet have come in the privately owned sector 

Before the Korean war began, MSTS was operating 157 ships in its nucleus 
fleet (March 1, 1950). The fleet expanded rapidly, so that by the latter part 
of 1952 it consisted of 268 ships. The latest figure, for April 1, 1953, shows 
only a slight drop, to 260 

The privately operated merchant-marine fleet, meanwhile, also increased 
rapidly to a peak of 2,046 ships in February 1952. But since then, it has 
declined by more than 25 percent, to 1,486 (May 1, 1953). 

Apparently MSTS is adjustable only one way. 

The MSTS justification for maintaining its nucleus fleet is that the Govern- 
ment needs to have some ships operated directly by the Government because 
of the danger that private service will be interrupted by work stoppages. Here 
is What Admiral Denebrink said in testimony before Senator Butler’s subcom- 
mittee last June: 

“The Government of the United States must protect itself by assuring that 
there are in ready operating status, under all conditions, sufficient vessels 
available to lift the minimum essentials of vital supplies, equipment, and 
personnel to the Armed Forces of the United States in overseas areas. This 
is especially important under the present combat conditions existing in Korea. 
This minimum number represents the best insurance against shortages or limita 
tions of commercial shipping furnished on a voluntary basis and interruptions 
in this shipping which might result from labor-management disputes.” 

In view of the fact that Korean hostilities have since ceased, and in view of 
the record of labor-management stability on the west coast in recent years, we 
submit that the time has come to eliminate the MSTS nucleus fleet, or at least 
to curtail it sharply. We support Senator Magnuson’s bill, S. 1489, which 
seeks to accomplish this purpose. 


ELIMINATE CIVIL-SERVICE LONGSHOREMEN 


In exactly the same manner in which the MSTS has cut into private shipping 
operations—to the detriment of both the steamship companies and the maritime 
workers—the continued use of civil-service longshore gangs lias chipped away 
at the economic security of the private stevedoring companies and of the civilian 
longshoremen as well. 

Since early in 1949, the ILWU has tried, sometimes on its own, sometimes 
in cooperation with private stevedoring companies, to get the Federal Govern- 
ment—and primarily the Navy Department—out of the business of using civil 
servants to load and unload cargoes. 
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In direct conversations with high naval officials, and in discussions with 
members of both the Senate and House Armed Services Committees and Labor 
Committees, we have repeatedly pointed out that these Navy stevedoring oper- 
ations are unfair, expensive, and inefficient. We have urged that they be dis- 
continued and the cargo handling returned to private stevedoring companies. 

Despite our efforts, however, the use of civil-service longshore gangs at both 
Pearl Harbor and the Oakland Naval Supply Depot, Port Hueneme, and else- 
where has expanded since 1949. 

Members of this committee know how difficult it is to force any Government 
agency to retrench and pull back from an operation once the bureaucratic 
wheels have started turning. This is certainly true in this instance. 

The Navy claims to be able to do the work cheaper on its own. But we have 
challenged the Navy’s cost figures and have offered to prove—on the job—that 
a gang of ILWU longshoremen, working under the terms and conditions of 
our collective bargaining agreement without speeding up, can turn out more 
work and at less cost than any similar civil-service group can. The Navy, 
however, simply points to their cost figures and insists that they’re moving the 
cargo at less cost. 

The truth of the matter is that the Navy has its employees on the docks 
perform longshore work—for example, palletizing and moving cargo to the 
Ship's sides—but by simple bookkeeping hocus-pocus they call this “laboring 
work,” pay laborers’ rates for it, do not enter it as part of stevedoring costs, 
and then claim that they are loading and discharging cargo cheaper than private 
stevedoring companies. 

Any private stevedoring company which ordered its employees to “go hide” 
or which used skilled longshore labor to sweep docks and to boondoggle to 
have them on hand when the next ship docks, would soon be out of business. 
rhe Navy, tapping the Treasury for its funds and insisting it requires these 
civil-service gangs “for security reasons” is covering up a high cost, inefficient 
longshoring operation. 

Although the Navy uses civilian longshoremen and private stevedoring com- 
panies for what it calls peak load operations, most of the steady, day-to-day 
work has been lost to us and turned over to the more expensive civil-service 
operation. 


ON BEHALF OF THE DOMESTIC TRADES 


We have already indicated that we see nothing out of the way about subsidies 
for the domestic trades, and in particular for the intercoastal operators. 

Two additional steps should be taken on behalf of the domestic trades: First, 
Panama Canal tolls should be adjusted to provide an equitable division between 
national defense and commercial users; and, secondly, freight rates in the 
domestic trade should be regulated by the Federal Maritime Administration, 
rather than by the Interstate Commerce Commission 


SKILLED AND EFFICIENT LABOR FORCE 


A healthy merchant marine requires—in addition to modern ships under 
private operation—a skilled and efficient labor force. The men must have reason- 
able assurances of security. They must feel that their role is recognized 
and respected by both the ship operators and the Government. ‘They must have 
security with respect to their earnings, their health, their safety, and their 
old age. 

Che problem is not to secure a skilled and efficient labor force. It already 
exists. It consists of longshoremen and seamen now organized in the various 
maritime unions. The problem is to provide employment for them. With foreign 
ships and MS'TS taking an increasing slice of our overseas shipments, employ- 
ment of seamen on privately operated United States ships has dropped down to 
approximately the low level that it had reached before the start of the Korean 
war. Although there has been no marked decline in longshore work as yet, we 
anticipate a similar falling off in the near future. 


STABILITY IN LABOR-MANAGEMENT RELATIONS 


A final requisite for a healthy merchant marine is stability in labor relations. 
This we have largely achieved on the west coast, particularly since 1948, 

In the case of the longshoremen, there has not been a major tieup since 1948. 
During this 5-year period, we have had 4 wage reviews, and a contract opening. 
There was no strike at the contract opening and arbitration was resorted to 
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at only one of the wage reviews. With the exception of the wage increase this 
past June, all contract changes were agreed to in negotiations. The coast- 
wide longshore contract which was originally scheduled to expire in June 1953 
has now been extended until June 1955. 

Since 1948 the straight-time wage rate has gone up from $1.82 to $2.16, and 
a comprehensive medical and welfare plan has been jointly negotiated, with the 
employers’ contribution to the plan increased from 3 cents per man-hour to 
8 cents. Joint labor-management negotiations have resulted in the best pension 
plan in the entire longshore industry. 

During the same period, hundreds of potentially explosive issues have been 
settled through joint labor-management grievance machinery, with resort to 
coastwise arbitration on but three occasions. The contract parties employ an 
arbitrator on a regular retainer basis. He is available all the time. But the 
pattern of longshore-labor relations over the past 5 years required using him 
only 3 times to break deadlocks. 

It is true that there have been occasional and sporadic work stoppages by 
individual gangs and instances of stoppages where individual locals have taken 
matters into their own hands. A few such stoppages are hardly avoidable in the 
longshore industry, or any other industry. We have fewer of them here than 
in most industries. But the test is whether they are settled quickly. On that 
score, the record speaks for itself. Whenever any such a situation develops, 
the contract machinery goes into immediate action, and if joint negotiations 
cannot settle the issue, the arbitrator is immediately available to render a 
decision and work is resumed. 

Some 6 months after the end of the 1948 strike, an article appeared in the 
Atlantic Monthly (September 1949) entitled “Conflict on the Waterfront.” It 
was written by two professors at the University of California, Clark Kerr and 
Lloyd Fisher. Kerr, at that time, was director of the Institute of Industrial 
Relations, and had served as impartial arbitrator for the coast longshore indus- 
try. Kerr is now chancellor of the Berkeley campus of the university. 

The article described the strike and analyzed the new relationship between 
the parties which had emerged from the strike. The old leadership of the 
Waterfront Employers’ Association had given way under stress of the strike 
and had been replaced by new leadership which, in Kerr’s words, “proposed a 
determined effort to get along with the union.’ The article concludes: 

“But a solid majority of employers now support the concessions which have 
brought peace to the waterfront, and the evidence is daily accumulating that 
the effort to create a new environment for industrial relations on Pacific coast 
waterfronts has been worth its cost. Continuity of cargo movement has been 
established, modest increases in productivity achieved, and the public relations 
of the industry much improved. Both sides are making concessions to operating 
necessities in a give-and-take adjustment.” 

What Kerr and Fisher wrote in 1949 is still true. 


THE GHOST TOWN MYTH 


Certain interests have spread a vast amount of malicious propaganda about 
the alleged instability of labor-management relations on west coast water- 
fronts and the prevalence of work stoppages. The prudent shipper is advised 
to send his goods by other means or through other ports. San Francisco, in 
particular, is pictured as on the way to becoming a ghost town. 

Such propaganda is, at best, a misleading exaggeration of the facts, and 
at the worst, is pure fabrication. The principal sources of such propaganda 
indicates its self-serving character. It comes largely from interests who stand 
to benefit by diverting cargo from the west coast waterfront. Trucking interests 
who seek to have cargo move overland instead of by sea. And regional interests 
on the gulf, and to a lesser extent on the east coast, are active in seeking to 
divert cargo through their facilities. 

The charge that the unions have made San Francisco a ghost town has 
been made many times in the years since 1934. Back in 1938, for example, 
Mr. A. Crawford Greene, of the Committee of Forty-Three, delivered a report 
to the people of San Francisco on industrial relations entitled “The State 
of the City.” It was a big occasion, at a luncheon meeting at the Palace Hotel 
held on May 9. 

Mr. Greene cited a whole series of figures to show a serious decline in 
business activity from 1925 or 1926 to 1937. So far as shipping itself is con- 
cerned, he stated that the number of commercial ships sailing through the 














98S MERCHANT MARINE STUDIES 


Golden Gate in both directions was 13,714 in 1926, but only 9,757 in 1937 or 
71 percent of 1926. 

These statements, and others made by Mr. Greene, were answered a month 
later in a jointly arranged public townhall meeting, held in the Civic Audi 
torium on June 3, 1938. I represented the CIO at the meeting, and Mr. W. P. 
Fuller, Jr., represented the Committee of Forty-Three. I would like to quote 
from my remarks on that occasion: 

“The Committee of Forty-Three implies labor is responsible for those ca- 
tastrophes. We beg to differ. They (the Committee of Forty-Three) state 
that during 1937 the number of commercial ships ‘sailing through the Golden 
Gate in both directions’ was approximately 71 percent of the 1926 number. The 
number of ships is not a fair index to use. Vessels have been increasing in 
size and carrying capacity continually during the past 15 years. If reckoned 
on a basis of registered tonnage of the ships sailing through the Golden 
Gate in both directions, the decrease is only one-half of 1 percent. 

“A still fairer measure would be the amount of cargo on the basis of ton 
nage. We find that in 1936 (the latest date for which figures are available) 
over 28 million tons of waterborne commerce was handled across San Francisco 
docks as against 25 million tons in 1926. This shows a 13-percent increase 
over an 11-year period. During the same period, waterborne commerce in Los 
Angeles fell off 1544 percent, and in Seattle 4 percent.” 

Just last year, to cite another example, a book appeared entitled “U. S. A. 
Confidential,” written by Lee Mortimer and Jack Lait. It repeated the old 
charge, saying that San Francisco “is manacled as a port by Harry Bridges * * *” 

This time we did not have to reply. The job was done by the San Francisco 
News. Its issue of March 17, 1952, carried this banner headline: “Lies About 
S. I’. Exposed.” And the first lie nailed was the one I have just quoted. The 
News states that there have been fewer work stoppages in San Francisco 
and other west coast ports than on the Atlantic or gulf coasts. And the News 
roes on: 

“Our ‘shattered sea traffic’ amounted to 30,601,274 tons in 1950—the largest 
in the last 20 years, except during the war. All hands expect 1951 to be even 
bigger when the figures are toted up. This compares to 25,685,620 tons in 
1936—before Bridges and his union had their present power on the waterfront. 

“These figures do not include military shipments, which are very large be- 
cause San Francisco is the main shipping point for Korean cargo and military 
supplies to Pacific bases.” 

Documentation of precisely what the present waterfront situation is, in 
comparison with the prewar years, is rendered difficult by the fact that the 
statistics come from so many sources and are not comparable from period to 
period. Our interest as a union is in dry-cargo movements and not in bulk 
petroleum. Yet, many of the figures include petroleum. 

The following brief table, however, appears in the final report of the senate 
(California) fact-finding committee on San Francisco Bay ports (1951, p. 
192) 

These figures are for all bay area ports combined. 


1925—40 





averane 1949 (1,000 Net change Percent 

(1.000 tons) tons) (1,000 tons) change 
Total tonnage moving 24, 360 23, 411 —949 4.9 
Dry cargo, total 7, 690 », 090 —2, 600 —33.8 
Foreign 2, 3 2, 281 +76 +3. 4 
Noncontiguous 1, 1,309 +36 +3. 0 
Intercoastal 2, 1, 027 —9R85 —49. 0 
Coastwise. 2, 473 —1, 727 —78. 5 
Petroleum ._.- 16, 670 18, 321 +1, 651 +9. 9 


The figures show that in 1949—a depressed year—dry-cargo tonnage handled 
in bay-area ports was considerably less than in the prewar period 1925-40. The 
entire decline was in the domestic trades, both intercoastal and coastwise, and 
everyone knows, who is closely connected with the waterfront situation, that 
this decline is primarily attributable to the development of railroad and truck- 
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ing competition and to the fact that the domestic trade had to make an entirely 
new start after the war. 

Foreign-trade tonnage has increased since prewar. Even 1929 was above the 
average for 1925-40, as the above table indicates. Since 1949, foreign trade 
has increased substantially. For 1952, 2,556,000 tons were handled in bay-area 
ports, compared to 2,281,000 tons in 1949, as shown in the table. Tonnage in 
the other trades has increased also, but the figures are not available to indicate 
accurately the magnitude of the increase. 

Another measure of the postwar situation relative to prewar is furnished by 
the figures on longshore gang-hours worked. In 1935, the first year for which 
such figures are available, the men worked 345,221 gang-hours. After the war, 
in 1946, the number of gang-hours was 468,039; in 1947, 305,495; and in 1948 
(low because of the 1948 strike), 305,573. 

Still a third measure is the number of ships entering San Francisco Bay. 
Here are figures showing both the number of ships and their tonnage: 


Number and registered tonnage of cargo and passenger ships entering San 
Francisco Bay, 1934—41 and 1948-52 


Year Number Registered oo Number | Registered 

= & of ships tonnage of ships tonnage 
1934 5, 824 16, 206, 314 1941 3, 476 12, 548, 682 
1935 5, 947 17, 415, 334 1948 3, 323 16, 066, 418 
1936 5, 016 15, 801, 076 1949 i, 731 18, 189, 385 
1937 4, 880 15, 670, 642 1950 3, 999 19, 169, 907 
1938 5, 140 17, 248, 641 || 1951 4, 430 20, 928, 959 
1939 4, 853 16, 534, 049 1952 4, 950 23, 197, 515 
1940 4, 193 14, 418, 170 


Source: San Francisco Marine Exchange 


The figures are for the same years, 1948-52, plus figures for the prewar years 
1934-41. They include all types of vessels, tankers as well as freighters, MSTS 
as well as commercial. You will see that ship tonnage and the number of ships 
has been gaining steadily from 1948 on. And you will notice that while the 
number of ships is still below the prewar level, their tonnage is sharply higher 
now than prewar. This is accounted for, of course, by the fact that today’s 
ships are so much larger. Again, there’s no evidence that San Francisco is 
becoming a ghost town. 

Since 1948, there are several sets of figures, all of which show that things have 
heen steadily getting better. 

In the first place, man-hours worked have increased not only in San Francisco 
but on the coast as a whole. 

Here are the man-hour figures worked by longshoremen, ship clerks, and other 
shoreside workers employed by PMA companies on the Pacific coast and in San 
Francisco for the years 1948 through 1952. 


Man-hours worked 


i {In millions] 
eT j 
j Year Pacific San Year Pacific San 
| coast Francisco coast | Francisco 
| 
| i} 
1948... 17.8 | 8.1 || 1961 28. 1 10. 6 
1949_ | 18. 1 7.1 1952... 26.8 10.9 
1950... 2 24.4 8.9 





The story for recent years is the same if you use tonnage figures. The figures 
j are for tons of cargo handled by PMA companies. 
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Tonnage handled 


{In millions] 
Véar Pacific San Fran- Vear Pacific {San Fran- 
= coast cisco . coast cisco 
1948 { 6.0 || 195 25.2 0 
1049 17.4 6.0 1952 24.8 6 
1954 19.5 7.3 


Finally, I want you to look at Census Bureau figures on foreign trade through 
Pacific-coast ports. The table below shows dry-cargo exports and imports in 
millions of pounds for the years 1948 through 1952, both for the Pacific coast 
and for the United States as a whole. 

Note, first, that the combined total of Pacific-coast dry-cargo exports and im- 
ports has risen steadily, year by year, during this period. 

Note, secondly, that the proportion of goods shipped in and out through 
Pacitic-coast ports compared to the United States totals, has also risen steadily. 

In 1952, the coast handled 9.5 percent of al exports and imports. In 1948, it 
handled only 5.6 percent. 


United States and Pacific coast waterborne dry cargo in foreign trade—1948—52 


{Shipping weight in millions of pounds] 


1948 1949 1950 1951 1952 
Units 1 States 
Exports 151, 654. 4 123, 244. 1 107, 131.3 202, 777.9 176, 815.9 
Imports 73, 320. 0 78, 452.6 93, 194.9 99, 890. 1 100, 701. 7 
Total 224, 974. 4 201, 696. 7 200, 326, 2 302, 668. 0 277, 517.6 
Pacifie coast 
Exports 6, 997.3 8, 185.7 7, 436. 6 18, 201.6 18, 855. 7 
Import 5, 569.3 6, 532. 6 7, 736. 1 7, 547.0 7,614.3 
Total 12, 566. 6 14, 718.3 15, 172.7 25, 748. 6 26, 470.0 
Percent Pacific coast is of United States 
total 
Exports 4.6 6.6 6.9 8.9 10.7 
Imports 7.6 8.3 8.3 7.6 7.6 
Total oe 5.6 7.3 7.6 8.4 | 9.5 


Source: U. 8. Department of Commerce, Bureau of the Census 


No ghost towns here. It seems to us that myth should be put to rest. The 
record of the west coast for stability in labor-management relations is excellent. 
We have no jungle here, like that on some waterfronts. Shippers’ risks are less 
here than anywhere else. 


REQUIREMENTS FOR STABILITY IN LABOR-MANAGEMENTS RELATIONS 


The ingredients for stability are many. I shall discuss only the most important. 


Strong unions, good collective bargaining contracts 

There may appear to be stability in industrial relations when there are no 
unions or only company unions, but it is a surface stability only. Labor history 
everywhere in the world shows that unless workers are represented by strong 
unions with maximum membership participation in collective-bargaining proce- 
dures, there is no permanent and basic stability. 

I do not have the time here to go into any detail with regard to the operation 
of our union. To supplement my remarks, however, I have attached hereto 
appendix A which outlines the principal guaranties which assure maximum 
membership participation in union affairs. 

Such are provided in the constitutions of the international union and all of 
its affilliated locals. Certain specific contract provisions provide added guar- 
anties. 








| 
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Here, I shouid simply like to illustrate what I mean by membership participa- 
tion in one important phase of labor-management relations. Let me follow 
through briefly the steps involved in negotiating a longshore contract with 
our employers. First, we have a meeting of the Longshore and Shipclerks’ 
Caucus. This is a small-scale convention consisting of delegates elected (in 
most cases by secret ballot) by each local to be covered by the contract. The 
caucus meets ordinarily for 3 or 4 days some months before the contract expires. 
rhe caucus elects a negotiating committee and instructs the committee regard- 
ing demands to be made on the employers. The committee always includes 
representatives from all the major ports. 

When negotiations are underway, if the negotiating committee feels that 
strike action may be necessary, it calls for a strike vote which, if passed, author 
izes the negotiating committee to call a strike if it believes that such action is 
necessary. The vote is conducted by secret, referendum ballot, each local polling 
its own membership. No strike can be called unless a majority of those working 
throughout the entire industry vote in the affirmative. And, as a set matter of 
policy, we never strike unless over 85 percent of the membership votes for it. 

If negotiations proceed satisfactorily, the negotiating committee carries 
through to a tentative agreement, subject to membership ratification. The 
committee disbands, stop-work meetings are held in every port, members of the 
negotiating committee report, and tentative votes are taken. The settlement 
must then be ratified by an industrywide referendum. Our agreements in recent 
years have been ratified practically unanimously. 

If a strike occurs, it can be called off only by similar votes. 

Organized employer association 

An organized employer association is of equal importance in arriving at and 
maintaining stable relations. We deal mostly, not with individual employers, 
but with an association of employers, whose membership includes steamship 
and terminal operators and stevedore contractors. Joint policing of the agree- 
ment is essential to its successful operation. Moreover, the association is obli- 
gated by the contract to discipline its members, and likewise the union its mem- 
bers. The result is a substantial uniformity in policy and program among the 
employers which makes for a minimum of disputes and for harmonious labor 
relations. 

{ppropriate collective-bargaining machinery 

In the maritime industry, local bargaining makes no sense; ships are floating 
factories ; here today in Los Angeles or Seattle, or New York tomorrow. Indus- 
trywide bargaining would be best, but, lacking that, it must be on a coastwide 
basis. The coastwide unit, established on this coast since 1934, has been satis 
factory to both parties and has promoted stability. 

Another desirable feature for maritime bargaining would be a single expira- 
tion date for all contracts. This would prevent the whipsawing which has be- 
deviled the industry, particularly in the postwar years. Our union has worked 
for years toward this objective. 

Effective grievance machinery 

I have already alluded to the effectiveness of our joint grievance machinery in 
handling local work stoppages. That, of course, is one acid test of a satis- 
factory and effective machinery. The machinery was thoroughly overhauled in 
1948 and has worked extremely well ever since. 

Another acid test is the handling of critical issues upon which each side holds 
a strong-principled position. These might easily precipitate a coast shipping 
tieup unless the machinery were adequate and the parties approached the 
matter in a spirit of compromise. At least two such situations have occurred 
since 1948. 

The first involved a strike by our longshore local in Hawaii. Messrs. Kerr and 
Fisher, in the Atlantic Monthly article which I have already quoted, remark 
that this situation might easly have spread to the coast, and comment on the 
significance of the fact that it did not. 

In longshore relations, what is done may be more significant than what is. 
The Hawaiian waterfront was shut down in May 1949 by a strike of ILWU long 
shore locals in the islands. The strike affected primarily the Matson Naviga 
tion Co., which holds a virtual monopoly of waterborn commerce with the main- 
land. By virtue of its commanding position in the islands trade, the company 
handles a substantial portion of the work of the port of San Francisco. A ma 
jor longshore dispute in Hawaii has many channels by which it ean spread to 
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San Francisco, That the Hawaiian strike did not spread to the mainland sug 
gests that both union and company took precautions to see that it did not spread. 

In this case the parties here on the coast worked out a specific agreement that 
our members here are entitled under the contract to refuse to handle struck 
ships loaded by strikebreakers in situations where our members are on strike— 
as in Hawaii or Alaska. 

The second such potentially explosive situation occurred in 1951 when the 
Isthmian Steamship Co. caused a strike of the Marine Engineers Union. The 
coast arbitrator, under our contract, held that pending a contrary court judg- 
ment, our men were entitled to refuse to work Isthmian ships. This issue, too, 
might easily have led to a coastwide tieup. 

The essential components of our grievance machinery are- 

(1) The speedy handling of disputes through local joint committees. 

(2) The immediate availability of a local impartial arbitrator to settle on-the- 
job disputes. 

(3) Machinery for appeal of basic issues to a joint coast committee and ulti- 
mately, if necessary, to the coast arbitrator. 

(4) Equal sharing of expense of operating the machinery between union and 
employees. 


Joint registration and jointly operated dispatch hall 


The most important single factor contributing to the generally stable conditions 
now prevailing on the west coast waterfront are the hiring procedures which are 
written into the Pacifie coast longshore agreement, including the dispatch halls. 
Our hiring procedures, with only minor changes, date back to the 1934 award 
rendered by the National Longshoremen’s Board, of which the late Archbishop 
Hanna was chairman. The longshoremen have demonstrated on many occasions 
that they will fight to preserve this basic feature of our west coast setup. 

If this subcommittee has the time it should arrange a visit to the longshore 
dispatching hall here in San Francisco, The men who happen to be in the hall 
would be glad to explain to you how it works and why they would fight to the 
end to maintain it. 

Because of time limitation I will not try to describe our hiring and dispatching 
procedures in any detail. I am submitting, however, as appendix B, a descrip- 
tion of their operation. 

Here I want simply to emphasize the main features. In the first place, the 
regular work of the port is handled by so-called registered longshoremen, who 
correspond to men with seniority in the ordinary factory setup, They are entitled 
to first call on the work. Men are added to or taken off the registration list by 
mutual consent of the parties. 

Secondly, all men are dispatched to jobs by the dispatch hall which is con- 
trolled, operated, and paid for jointly by the parties, For all the maritime trades, 
but especially for longshoremen, a central dispatch hall is an essential device to 
decasualize the work. Almost every port throughout the world has developed 
some variety of the central dispatch hall. The special feature of our halls is 
their joint control and operation. 

The dispatch hall system assures all the men an equal division of work oppor- 
tunity without fear or favor, without favortism or discrimination. Because the 
number of registered men is adjusted to the workload of the port, work opportunity 
is much more equitably divided than, for example, in New York where there are 
many more men than are needed and where some men work much more than 
others. The result is that the men’s earnings are substantially higher on the 
west coast than elsewhere in the country. This is shown in the following table 
based on the United States census, The figures relate to 1949, the year of poorest 
employment since the war. For the past 3 years, average annual earnings of 
registered men on the west coast have been in excess of $5,000. 
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Median annual income of longshoremen in selected major port areas in 1949 


Port area: 


Median an- 

West coast: nual income 

16 See it ih Sid eee dedi $4, 063 

Baw: Piaieiind 4 a in ih eet wb cietdiglncidndemialegn 3, 004 

PO Rs i ttc cee oS mdi edescld tect benc tla abnn ds dies beatae 3, 435 

Deptt ie ie i ati saciid scm 8, 684 
East coast: 

meme se Oe Boel chelinaitidsalie dhbdysistast eS 2, 676 

i ee se ee tg ee ee eee 2, 567 

rn CE ii na i BL ch th Suen deals 2, 600 


Philadelphia______--__- 


nite cere pwc aa ede aaaaliasaceatataea orang 2, 602 


TROP RTT OCI oie oe hb die no tee eee 1, 857 
Gulf: 

Mobi 2 fsb os. ose ae 1, 364 

New Orleans... ....-~ dh hotties 1, 881 

ee eed eS EE oi ap msicanecinhde anckaen tearorci denna 2, 484 
Grent Eamee? (meee. 36 a a a eee Sea 2, 625 


Source: United States Census of Population. 
Joint attention to health and old-age security 


The union and the employers together have developed welfare and pension 
plans that are unsurpassed in the industry. They are operated jointly by trustees 
selected by the parties. 

The welfare program is aimed principally at fostering and safeguarding the 
health of the men. We feel that this is a joint responsibility of the parties and 
that we cannot leave the individual members free to take only such care of their 
health as they see fit. Ill health may be a danger to others on the job. 

Both parties make contributions to the joint welfare fund and out of the fund 
the trustees buy the best medical coverage we can secure in each port. Some 90 
percent of our members and their families are covered under group medical 
service plans which, in our judgment, gives them the best medical care available 
for the money on hand. 

We have emphasized preventive medicine and the fund spends a substantial 
sum on health education. The most elaborate step in this direction was the so- 
called multiphastic health test for the San Francisco longshoremen. Though the 
testing was voluntary, 4,000 out of a work force of about 6,000 were tested. 

The test consisted of a battery of eight diagnostic tests—urinalysis, lung 
X-ray, blood test, electrocardiogram, et cetera—to test for heart disease, tuber- 
culosis, syphilis, diabetes, defective hearing or vision, overweight. Thirty-five 
percent of the men tested had 1 or more positive diagnoses and over half of these 
had at least 1 newly discovered condition. 

What is particularly important about our setup is that these men, after finding 
they had something wrong with them, could proceed to get it corrected at no cost 
to themselves. 

In June 1951 the parties negotiated a longshore pension plan. Settlement 
was by mutual agreement without strike or arbitration. 

The employers pay 15 cents per man-hour into a jointly controlled pension 
fund. Men who reach age 65 with 25 years’ service are entitled to retire at 
$100 per month plus continued free medical and hospital coverage for them- 
selves and their families. The number currently receiving pensions is close 
to 1,500, or just about 10 percent of the currently active work force. 

The proportion of men retiring is a measure of the security and stability of 
employment which results under a system of joint registration and equalization 
of work opportunity. Longshoring on the west coast is a respected occupation. 
Men who become longshoremen stay longshoremen. They earn enough to buy 
their own homes and to become steady members of their communities. They 
intend to stay that way and only complete and thorough conviction on the 
part of practically all of them, would cause them to strike. 


OUTSIDE FACTORS AFFECTING THE STABILITY OF WATERFRONT 


Labor-management relations 
Taft-Hartley.—Probably the most serious outside factor to disturb present 
industrial relations on west coast waterfronts has been the Taft-Hartley Act. 
As I have already indicated the key to stable labor-management longshore 
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relations on the west coast is the joint employer-union dispatching hall. In the 
continued functioning of this hall, which Taft-Hartley could well put out of 
business, is the guaranty that stable and peaceful relations between the parties 
will not be interrupted. 

For a full and detailed statement of the position of this union on the Taft- 
Hartley Act I can refer this committee to the ILWU testimony before the 
Senate Committee on Labor and Public Welfare, April 29, 1953, and at various 
earlier hearings on specific Taft-Hartley amendments exempting the maritime 
hiring and dispatching halls from this particular piece of legislation. None 
of these amendments, incidentally, has ever even come up for a vote. 

The joint dispatching halls were established after the 1934 maritime strike, 
before the Wagner Act and without the help of any other law. They were 
necessary to protect the men in their right to bargain collectively without 
interference or coercion by the employers. The preference in registration and 
dispatching for union men, with equal protection of the right of the employer 
to reject unsatisfactory men, Was won in 1937 and then given up by the union 
in 1948 as a direct result of the Taft-Hartley law. 

Despite the joint efforts of the union and the employers to get the NLRB 
to leave us alone the Board insisted upon proceeding after the 1948 strike and 
succeeded, by November 1949, in coming up with a trial examiners’ finding that 
the halls jointly maintained by the ILWU and the Pacific Maritime Association 
were illegal. The full Board subsequently confirmed these findings. 

And tne Board commented, in reply to our arguments directed to the eco- 
nomic necessity for hiring and dispatching halls in the maritime industry, 
“* * * (that these) touch upon the wisdom of the legislation, and cannot affect 
the Board’s determination of the issues.” 

Whatever the “wisdom of the legislation” it certainly wasn’t a wisdom which 
had any foundation in the needs of the ordinary American working people and 
stable labor relations in the shipping industry. 

Meanwhile, a recent Senate committee pointed out that any attempt to legal- 
ize the maritime hiring hall without changing the law “* * * would be found 
illegal to the precise extent it in fact proved effective to cure the evils now 
threatening the industry” (Maritime Hiring Halls, Rept. No. 1827, 81st Cong., 
2d sess.). 

Mr. Cyrus Ching, former Director of the Federal Mediation and Conciliation 
Service and long familiar with waterfront labor problems concluded his obser- 
vations on this whole problem with these words: 

“Tt may suflice for me to state here that it is my conviction and that of my 
staff members who are familiar with the situation that the discontinuance, under 
judicial compulsion, of union hiring halls now in operation in the maritime 
industry, would be a most serious disturbing factor in the labor-management 
relations of the industry. It would precipitate strikes and stoppages on all 
coasts unless some other hiring procedure acceptable to maritime workers which 
would give them and their unions the protections and benefits of the union hiring 
hall were substituted in its stead. I know of no such procedure.” 

There is no question about the accuracy of this statement. 

An example of the kind of problem which has been forced upon us as the 
result of Taft-Hartley is to be found in the suits or threats of suits we are con- 
stantly being forced to meet from individuals who claim they have a right to a 
waterfront job and that the union is preventing them from working. 

The fact is that to this day there are many longshoremen who spent many 
years in the industry and who left temporarily because of ill health or to start 
small farms or other businesses which have since failed, and these men are pre- 
vented by Taft-Hartley from returning to longshoring. 

On the other hand disgruntled individuals and petty racketeers who worked 
on the docks for short periods of time during or immediately after the last war 
are constantly suing or threatening to sue both the union and the employers if 
either party attempts to take back into the industry these oldtime, skilled former 
employees. 

Many such suits have been filed and won by scheming and unscrupulous indi- 
viduals. And it is no secret that certain groups which are still unreconciled to 
accepting the ILWU in this industry have deliberately continued legal actions 
against the union under Taft-Hartley as a means of harassing and entangling 
the union and its resources. 

The membership of this union has long recognized these Taft-Hartley suits for 
the antiunion actions they are. This helps explain our repeated demands for 
the complete repeal of the law which permits such actions to take place. 
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Probably one of the most vicious practices which has been given a legal 
sanction and cover by Taft-Hartley is jurisdictional raiding. 

The labor movement has always been beset by this kind of cannibalism. But 
this is the first time that a law has been passed which puts a blessing upon it. 

These are some of the ways in which the Taft-Hartley law has been used 
to disrupt the collective bargaining relationship which has been worked out on 
the waterfront between the LLWU and the PMA. 

Screening.—For almost 3 years the longshoremen, ships clerks and walking 
bosses, seamen and other waterfront workers have been subjected to a Coast 
Guard administered screening program before being permitted to work on Army 
and Navy installations. We were suspicious of this program from its very on- 
set in 1950. Since that time our suspicions in regard to the purpose of screening 
have been confirmed by case after case of union discrimination and black list 
ing. Longshoremen with many years of loyal and skilled performance on the 
job have been illegally deprived of jobs. This union has never been reluctant 
to take every necessary step to protect the security of the waterfront. After 
all, it will be our members who will be immediately affected in the event of 
any sabotage. 

We supported every true security measure in World War II and during the 
recently concluded Korean fighting. But we refuse to blind ourselves to the 
manner in which, under the cover of security screening, some of our most mili- 
tant members and gang stewards have been eased out of the security areas and 
jobs, and the dispatching hall and the collective bargaining agreement have 
been disrupted. 

At the Coast Guard hearings held in Washington in November 1950, both 
the national officers and local officials of this union from the west coast appeared 
to protest the proposed screening regulations. We argued then that the mem- 
bers of the ILWU would be denied their most minimal constitutional and trade 
union rights unless the regulations were rewritten. Our protests were un- 
heeded. 

However, 3 years later, after fighting the Coast Guard and the Department 
of Justice all of the way, maritime workers have won court decisions—recently 
confirmed by the Appellate Court of the Ninth Circuit—stating that that screen- 
ing program is being administered in violation of the United States Constitu- 
tion. And even Senator Magnuson, as we understand it, has stated publicly 
that he never intended this act which he authored to be applied as the Coast 
Guard is applying it. 

This confirmation of our warnings is welcome. In the interim, however, many 
hundreds of men have been deprived of their jobs by procedures which the courts 
have found to be illegal. 

The result of the screening has been to intimidate many of our members who 
work on the Army and Navy docks. And this is no criticism of these men. 
Under the constant fear of losing their passes they have been forced back into 
the kind of fearful insecurity on the job which we largely ended after the 1934 
strike and the establishment of the joint halls. 

At the same time our collective-bargaining agreement is being broken left and 
right in these screened jobs. The conditions have become so notorious that we 
have frequently been unable to supply men for this kind of work. It is not 
uncommon for men who have received their port security cards and who are 
eligible for this work to tell the dispatchers in the halls that they’ve been screened 
in order to get out of being sent to one of these “security jobs.” 

Since whatever justification which existed for this program in the past is now 
gone with the end of the Korean fighting, we believe that President Eisenhower 
should rescind the Executive order under which the Coast Guard is operating 
and open up all of the work to all registered and eligible longshoremen. 

All of us know—and it has always been the rule—that without the cumber- 
some and undemocratic machinery which the Coast Guard has built any long- 
shoreman can be excluded from any military installation if the commandant 
feels his presence there is undesirable. But if such an action is taken, we have 
a procedure under our grievance machinery to try to work the matter out. 

Under the present setup there is no recourse but a kangaroo court which the 
Federal courts have already declared to be unfair and without due process of 
law. 


Development of Far Hast trade 


Though they welcomed the end of the fighting in Korea, our longshore mem- 
bership has been seriously concerned lest employment drop off on that account. 
So far the effects have not been as serious as anticipated. But a substantial 
decline seems inevitable sooner or later. 
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We are anxious to see trade expand to counteract this drop. The biggest po- 
tential for expansion appears to be trade with the mainland of China. We be- 
lieve that trade with China, at least in nonstrategie items, should be encour- 
aged. It could go far toward maintaining employment on the waterfront; it 
would be beneficial to the commercial shipping operators; and it would open 
up a vast market to American business generally. 

Attached herewith is a copy of a policy statement entitled “Resumption of 
China and Far East Trade” which was adopted unanimously by the ILWU ex- 
ecutive board last June. What we foresaw then has come true. Trade with 
China has grown by leaps and mounds since the armistice was signed; but it 
is not American interests that are benefiting. British traders, Japanese traders, 
French traders, and others are the beneficiaries. It is difficult for our members 
here on the coast to understand why their brother members in Canada are han- 
dling goods for China while down here there’s a complete embargo. 

This preferred position for other than American business follows, oddly 
enough, from United States policy. It is the United States Government which 
with one hand prevents American businessmen from doing business in China 
while with the other it is lifting the restrictions so far as British and 
Japanese businessmen are concerned. 

Now that the Korean war is ended, we think something should be done to end 
this discriminatory treatment. 

There is a developing interest among business and shipping circles in explor- 
ing the possibilities of trade with China. The west coast shipping journal, the 
Pacific Shipper, in its issue of August 1, 19538, carried a lead editorial entitled 
“Let’s Trade With Red China.” Attached is a copy of this editorial. We note, 
also, in the latest issue of the Marine Digest, another shipping journal pub- 
lished in Seattle, that the world-trade division of the Seattle Chamber of Com- 
merce has just set up a special committee to study the problem of trading with 
Red China. 

We seriously hope that your committee, acting in the interests of the Ameri- 
can merchant marine, will throw your weight in the direction of looking into 
this whole question. In conclusion on this point let me quote from what seems 
to me the very sensible statement of the editor of the magazine, Export Trade 
and Shipper, issue of September 21, 1953: 

“While there are many grounds on which Americans are rightly opposed to 
the expansion of East-West trade, it seems only sensible to recognize its inevita- 
bility ; and to recognize also that the economic pressure which causes friendly 
free nations to seek more such trade derives, to an appreciable degree, from 
obstacles which we ourselves interpose, against their competitive entry into our 
own markets as both séllers and buyers.” 





APPENDIX A 


DIGEST OF PRINCIPAL CONSTITUTIONAL PROVISIONS OF INTERNATIONAL 
CONSTITUTION 


Nomination and election of oficers.—International officers are nominated at the 
regular biennal conventions. To be eligible for nomination, a man must be from 
the industry and must be a delegate to the convention. All delegates are elected 
by the rank and file of their locals. Any delegate may be nominated for any 
office (art. VI, sec. 3). 

Following the nominations, a rollcall vote is held among the nominees for each 
office and the two nominees with the highest number of votes are declared elected 
in the primary election. Immediately following the convention, these nominees 
are voted upon by secret referendum vote of the entire membership of the inter- 
national. The balloting is conducted by each local and the results certified to an 
international balloting committee elected at the convention (art. VI, secs. 3 and 
4). 

Officers serve for 2-year terms. 

Salaries and expenses of oficers.—Officers’ salaries are set by the convention 
(art. VI, sec. 14). 

Our policy is that officers’ salaries shall be in line with the earnings of a sub- 
stantial proportion of the membership. Actually, at present perhaps as many as 
one-quarter of the longshoremen earn as much as the union’s national officers 
or more. 
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Whenever the union is engaged in a major strike, the officers automatically go 
off the payroll (art. VI, sec. 14). 

Officers are prohibited from holding salaried positions in any other organ- 
ization (art. VI, sec. 183). It is further an unwritten rule that no officer shall 
accept any gratuities or gifts. 

Charges against officers and recall provisions. —Charges may be brought against 
any one of the officers by any local, the only requirement being that the charges 
have been voted by the membership. A trial committee, made up of members 
of the International Executive Board, must hold prompt hearings and render 
a prompt decision. This decision must be reviewed by the full executive board, 
whose decision is final unless the accused officer demands a referendum yote on 
the issue (art. VII, sec. 1). 

Officers are subject to recall in accordance with the following procedure. Upon 
receipt of a recall petition, signed by 15 percent of the membership, the officer 
involved is automatically suspended from oflice pending a referendum vote which 
must be held promptly (art. VII, sec. 2). 

Elimination of political influence.—By long-established practice, officers may 
not make any personal endorsements of political candidates. Endorsement of 
candidates, if any is made, is by vote of the membership of the locals. This 
means, in fact, that the international officers may at best recommend political 
candidates for support subject to approval by the various local unions. 

Charges against individual members.—Any international officer may file 
charges against any officer or member of a local union for a series of specified 
acts, including any act “calculated to impair the dignity of the international 
organization.” This permits charges to be brought against any individual who 
offers or accepts money for being dispatched out of turn or for otherwise violat- 
ing or circumventing the dispatching rules, Such charges are handled by the 
same machinery as charges brought against the international officers, as already 
described (art. VIII, sec. 3.) 

Initiation fees.—The international constitution forbids the locals to charge 
initiation fees in excess of $10 (art. V, see. 3). 

Assessments.—The international may levy an assessment on the members 
only upon recommendation of a majority of the delegates to a convention or upon 
recommendation of a majority of the executive board and then only after ap- 
proval by a majority of the members voting at a referendum (art. IX, sec. 6). 

Strike votes.—No strike may be called except by a vote of the membership 
involved (art. XII, sec. 1), and no strike is called except after a secret refer- 
endum vote of the membership and, even then, as a matter of policy, the strike 
is not called unless 85 percent or more of the members voting vote in the 
affirmative. 

Similarly, contracts are never final until ratified by the membership. In the 
case of the longshore division, such ratification must be by secret referendum 
ballot. 

Local 10 constitution.—All the basic principles found in the international con- 
stitution are found also in the local constitutions. Indeed, no local constitution 
may conflict with the international constitution. In the case of local 10, for 
example, you will find: 

1. Election of officers is by referendum vote (art. VI). 

2. Salaries are set by vote of the membership and are strictly in line with 
rank-and-file earnings. Men will often not run because they think the salaries 
are too low; they figure they can earn more on the job. 

8. An officer is subject to recall by action initiated by 15 percent of the member- 
ship. The officer may demand a referendum vote (art. 1X, sec. 2). 

4, Charges against a member may be brought by any other member and must 
be heard by an elected trial committee. The accused member is assured due proc- 
ess (art. XI). It is provided elsewhere (art. III, sec. 1 (b)) that: 

“No individual member, or group of members shall commit any act in the 
performance of their work which will jeopardize the welfare of this union.” 

5. To prevent employer representatives from getting a foothold in the union, 
membership is prohibited to an “officer or agent of a corporation or association 
of employers” (art. IT, sec. 7). 

6. Assessments may be levied only after presentation at two membership meet- 
ings and upon a two-thirds vote at a third membership meeting (art. XIII, 
sec. 8). 

7. Strikes may be called only after a meeting called for the purpose and after a 
majority vote on a referendum ballot (art. XVIII, sec. 2). 

8. All officers are bonded (art. XVI, secs. 1-4) and the books are audited 
monthly by a certified public accountant (bylaws, art. IV, sec. 5). 
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9. Though not a constitutional provision, local membership meetings are held 
regularly and frequently. In no local are meetings less frequent than once a 
month and in local 10 we hold them every 2 weeks. Moreover, attendance at 
local meetings is compulsory; men who do not attend at least one meeting a 
month are subject to fine. On top of this, each local has an elected publicity 
committee, the function of which is to keep the members informed of all matters 
of current interest affecting them and their jobs. 

As a result of these constitutional provisions, related practices, and contract 
provisions we have an organization and membership that is well informed and 
active. Any officer who engaged in any of the practices revealed as prevailing 
in New York would immediately have charges brought against him, and, if the 
charges were proved, he would cease to be an officer and might lose his union 
membership. The same is true of any individual member who was caught 
demanding kickbacks, accepting or giving bribes, accepting payoffs or racketeer- 
ing. He would not last long on any west-coast waterfront. 


APPENDIX B 
SIGNIFICANT CONTRACT PROVISIONS 


The Pacific coast longshore agreement, together with prevailing negotiating 
and ratification procedures, is designed to provide maximum membership par- 
ticipation in its negotiation, amendment, and administration. The body of this 
statement summarizes procedure in negotiating and ratifying the agreement 
and shows how the membership must be involved at all stages. 

The present appendix indicates, by excerpts from the agreement, just how 
the membership shares in its administration, and what obligations and respon- 
sibilities it has as well as what protections it enjoys. 


1. Contract is the property of the membership 

Section 21 provides that the agreement is the property of the membership 
and that if a majority of the membership decide to change affiliation they are 
entitled to take along with them the agreement with its “property rights and all 
benefits.” 

This is unlike the usual collective-bargaining agreement which is commonly 
the property of the local union or the international union. In the ordinary 
situation the membership, if it desires to shift affiliation, finds itself threatened 
with loss of its agreement. The officials have a club over the heads of the mem- 
bers. The agreement, in that case goes with the union; in our case, it goes with 
the membership. 


Section 21. Contract property rights 

“All property rights in and to the coast longshore agreement when ratified by 
the parties are entirely and exclusively vested in the Pacific Maritime Asso- 
ciation and the International Longshoremen’s and Warehousemen’s Union, re- 
spectively, and their respective members, In the case of the International Long- 
shoremen’s and Warehousemen’s Union, a majority of the members of both the 
individual and combined locals covered by this agreement shall be necessary to 
designate any successor organization holding property rights and all benefits 
of this agreement, and if an election is necessary to determine a majority of 
both individual and combined locals in order to establish the possessors of all 
rights and benefits under this agreement, such election shall be conducted under 
the auspices and the supervision of the coastwise arbitrator provided for in the 
coast longshore agreement, provided that such designation or election is not in 
conflict with any paramount authority or lawful or statutory requirements.” 

2. Contract provides basic safeguards against discrimination and favoritism 
in hiring, dispatching, and discharge. 

(a) Joint and limited registration—Through the joint port labor relations 
committees, set up under our agreement, the union and the employers maintain 
a list of registered longshoremen in each port. No man is added to the regis- 
tration list who is not satisfactory to both parties. 

It is the duty of the labor-relations committee to see that the list is big enough 
to ureet the ordinary demands of the port but not so big as to jeopardize the 
men’s opportunity to earn a decent living. 

At peak times, of course, casuals are used on a day-by-day basis, but they 
acquire no rights to the job. 
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Preference of employment is given to the registered men. No nonregistered 
man may be dispatched to a job as long as there is a registered man, qualified, 
ready and willing to do the work. 

Registration is dealt with in sections 7 (c) and (d) of the Pacific-coast long- 
shore agreement. 

Note in section 7 (d) the two final paragraphs which supply added protection 
against favoritism and discrimination. They read as follows: 

“(3) There shall be no favoritism or discrimination in the hiring or dispatch- 
ing or employment of any longshoreman qualified and eligible under the agree- 
ment. 

“(4) Any longshoreman or member of hiring-hall personnel found guilty by 
the joint port labor-relations committee of favoritism in dispatching because of 
giving or receiving gifts or favors, shall immediately be discharged from the 
job and dropped from the registration list.” 

(b) Jointly operated dispatching halls —The second key feature of the west- 
coast hiring procedure is the dispatch hall. This is the mechanism by which 
men and gangs are dispatched to jobs as needed. This is our west-coast insur- 
ance against the “hiring boss.” The dispatch halls are provided for in section 
7 (a) of the agreement. 

Note, in this section, that there is provision for one central dispatch hall in 
each port. This is important. Otherwise it is difficult, if not impossible, to 
regulate properly the supply of men and to balance peak demand in one area 
with slack demand in others. 

The cost of the dispatch halls is borne equally by the parties, and control and 
direction are in the hands of the joint port labor-relations committees. (See sec. 
16 (c) of the agreement for the constitution and functions of these committees. ) 
Subject to the direction of these committees, the dispatch halls are operated 
by personnel acting in accordance with jointly agreed upon dispatching rules. 
Dispatch-hall personnel, except for the dispatchers, is also appointed by the 
joint committees. 

The dispatchers themselves are selected by the union, but must qualify accord- 
ing to standards jointly prescribed and measured by the port labor-relations 
committees. And, once selected, the dispatchers can function only in accordance 
with the published, jointly agreed upon dispatching rules (sec. 7 (b)). 

Men and gangs are dispatched on the basis of orders received from an allo- 
cation committee set up by PMA in each port. This committee determines, in 
the event of a shortage of gangs, which jobs shall get the men and gangs and 
which shall operate short-handed. The employers have the further safeguard 
(provided by sec. 7 (b) (4) of the agreement) that they may maintain a repre- 
sentative in the hall whenever desired, and that the dispatch records are always 
open to inspection by the employers’ authorized representatives. 

Equal division of work opportunity.—In order to avoid favoritism or discrimi- 
nation in dispatching, it is necessary to set up rules providing for equal division 
of work opportunity. These guarantee an equal shake to every man who makes 
himself regularly available for work. 

The basic provision in this respect is section 7 (d) (2) of the agreement which 
provides that “dispatching of men and gangs shall be on a low-man, low-gang, 
first-to-be-dispatched basis, except where local dispatching rules provide for 
dispatching of special skilled men and gangs.” The gang or man who has worked 
the fewest hours in a given period of time is entitled to be first dispatched. 

The consequence of this rule is that there is not a favored few who make high 
earnings while the majority scarcely eke out a living. On the contrary, earn- 
ings are remarkably uniform among the men who make themselves regularly 
available. And those who don’t make themselves regularly available, by the 
way, are soon dropped from the registered list. Our program is to confine 
registration to men who depend exclusively on longshore work for a livelihood. 

Another significant consequence of the equal division of work opportunity is 
that a registered longshoreman has no need to curry favor with union officials 
or dispatchers, or employer supervisors or hiring agents. He’s assured his 
share of the work whether the business agent is a friend of his or not. The 
officials, in turn, cannot build up a political machine by spreading favors. Any- 
one who tries it is subject to discipline. 

This basic provison for equal division of work opportunity is somewhat modi- 
fied by section 9 of the agreement which deals with “organization of gangs and 
methods of dispatching.” This section assures the employers, within the gen- 
eral framework of the agreement, of “the right to have dispatched to them, 
when available, the gangs in their opinion best qualified to do their work.” 











1000 MERCHANT MARINE STUDIES 


Moreover, both employers and the men themselves have the further guaranty: 
“The employers shall be free to select their men within those eligible under the 
policies jointly determined and the men likewise shall be free to select their 
jobs.” This provision is of particular importance in permitting the employers 
to choose their key men. 


8. Promotions are handled jointly 


“See. 8. Promotions —(1) The principle of promotion from the ranks is hereby 
recognized and agreed to by the parties to the contract. 

(2) There shall be e *ablished in each port a joint committee of registered 
longshoremen and emp.v;ccs. It shall be the responsibility and obligation of 
such committee to establish qualifications for promotions to classifications cov- 
ered by this agreement, and to pass on all such promotions. 

“Such qualifications shall include length of service in the industry, compe- 
tency and ability to perform skilled operations, or to direct work and skilled 
operations, ability to handle men and to secure conformance to the contract 
and to maintain and promote harmonious relations on the job and between the 
parties to this agreement. 

“(3) Any longshoremen having records of habitual drunkenness or whose con- 
duct on the job or in the hiring hall causes disruption of normal harmony in 
the relationship of the parties hereto, or who physically assault anyone in the 
hiring hall or on the job, or who have records of working in a manner that 
endangers other workers shall not be hired or dispatched to operate any hoisting 
or mechanical equipment or device or to supervise in any way the operation of 
such equipment.” 


, 


j. Discipline is handled jointly 

Section 16 (e) deals with discharges. It assures the employer the right to 
discharge for certain specified reasons, but provides the longshoreman with cer- 
tain procedural rights. The language of this section follows: 

“(e) Discharges. 

“(1) The employer shall have the right to discharge any man for incompe- 
tence, insubordination, or failure to perform the work as required in conformance 
with the provisions of this agreement. 

(2) Such longshoreman shall not be dispatched to such employer until his 
case shall have been heard and disposed of before the joint port labor-relations 
committee, and no other employer shall refuse employment to such longshore- 
man on the basis of such discharge. 

“(3) If any man feels that he has been unjustly discharged or dealt with, his 
grievance shall be taken up as provided in section 16: Provided, however, That 
no grievance relating to discharge shall be processed beyond the area arbitrator. 

“(4) The hearing and investigation of grievances relating to discharges shall 
be given precedence over all other business before the joint port and joint area 
labor-relations committees and before the area arbitrator. In case of discharge 
without sufficient cause, the committee may order payment for lost time or 
reinstatement with or without payment for lost time.” 

Section 16 (f) provides penalties for work stoppages, pilferage, drunkenness, 
and other offenses. This, too, is an unusual provision in union agreements. It 
provides, basically, that in the case of union members the union shall have an 
opportunity to discipline and that the employer may step in only if he is dis- 
satisfied with the union’s action. In that event, the matter goes before the 
port labor-relations committee, a joint committee, and certain specific penalties 
are provided. Section 16 (f) reads as follows: 


“(F) PENALTIES FOR WORK STOPPAGES, PILFERAGE, DRUNKENNESS, AND OTHER 
OFFENSES 


“All members of the union shall perform their work conscientiously and with 
sobriety and with due regard to their own interest shall not disregard the in- 
terests of their employers. Any member of the union who is guilty of deliberate 
bad conduct in connection with his work as a longshoreman or through illegal 
stoppage of work shall cause the delay of any vessel shall be fined, suspended, 
or for deliberate repeated offenses, expelled from the union. Any employer 
may file with the union a complaint against any member of the union and the 
union shall act thereon and notify the joint port labor-relations committee of its 
decision within 15 days from the date of receipt of the complaint. An employer 
shall not be required to appear nor shall he participate in discipline by the 
union of its members beyond the filing of complaints. 
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“If within 30 days thereafter the employers are dissatisfied with the discipli- 
nary action taken under the foregoing paragraph, then the following independent 
procedure may be followed which procedure shall also be applicable in the 
case of longshoremen not members of the union. 

“The joint port labor-relations committee shall have the power and duty to 
impose penalties on longshoremen who will be found guilty of stoppages of work, 
refusal to work cargo in accordance with the provisions of this agreement, 
or shall leave the job before relief is provided, or who shall be found guilty of 
pilfering or broaching cargo, or be found guilty of drunkenness, or shall in any 
other manner violate the provisions of this agreement or any award or decision 
of an arbitrator. 

“The penalties for pilferage, drunkenness, or smoking in prohibited areas 
shall be as follows: 

“For pilferange, first offense: Minimum penalty, 60 days suspension. Max- 
imum penalty, discretionary. 

‘For pilferage, second offense: Mandatory cancellation from registration 
list. 

“For drunkenness or smoking in prohibited areas: First offense, suspension 
for 15 days; second offense, suspension for 30 days; succeeding offenses, mini- 
mum penalty, 60 days’ suspension, maximum penalty, discretionary. 

“Suspensions under the foregoing provisions shall follow convictions by 
either the union grievance machinery or by the joint port labor-relations com- 
mittee, either of whom will accept a prior court decision. Any man suspended 
under these provisions shall not be dispatched for work in any port covered 
by this agreement until this suspension penalty has been served. 

“Prior pilferage offenses committed while expired agreements were in effect 
shall have no bearing in respect to offenses committed under this agreement. 
Men now suspended under the expired agreement shall fulfill their suspensions.” 
5. A special provision requires all men to be familiar with the agreement 

“Sec. 11. Meetings for registered longshoremen.—In addition to other qualifi- 
cations specifically set forth in this agreement, all registered longshoremen 
in order to remain qualified and eligible for dispatch through the hiring hall 
must be familiar with all the provisions of this contract, including all working, 
dispatching and safety rules, and the requirements of conformance and per- 
formance under this agreement. 

“To this end it shall be the responsibility and obligation of the union to 
inform all registered union longshoremen of their collective and individual 
responsibilities under this agreement and to arrange periodic meetings for such 
purposes. Similarly it shall be the responsibility and obligation of the Joint 
Fort Labor Relations Committee to inform all registered nonunion longshore- 
men of such responsibilities and to arrange periodic meetings of such men for 
such purposes. 

“Any registered longeshoremen refusing to attend such respective meetings 
or creating a disturbance which frustrates the purpose of the same shall be 
suspended or dropped from the registration list at the discretion of the joint 
port labor-relations committee.” 


6. No interference by the union with introduction of labor-saving devices and 
methods. 

“Sec. 14. Labor-saving devices and methods.—There shall be no interference 
by the union with the employers’ right to operate efficiently and to change meth- 
ods of work and to utilize labor-saving devices, including handling of shippers’ 
packaged loads as units, and to direct the work through employer representatives 
while explicitly observing the provisions and conditions of the agreement pro- 
tecting the safety and welfare of the employees. 

“In order to avoid disputes, the employer shall make every effort to discuss 
with the union in advance the introduction of any major change in operations. 

“If at any time the union shall notify the employers that it contends that earn- 
ings of registered longshoremen and their employment have suffered materially 
from the introduction and use of such labor-saving devices and methods in addi- 
tion to those already used and practiced in the past, then it is agreed that pro- 
posals relative to the conditions under which labor-saving devices and practices 
shall be continued will be a proper and appropriate subject for negotiation and, 
if the parties cannot agree, for arbitration before the coast arbitrator, upon 
the establishment that there is reasonable compliance with this agreement and 
that the following conditions then exist: 
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(1) That the use of labor-saving devices has been materially increased beyond 
the uses heretofore practiced ; 

“(2) That such increased use has materially and adversely affected the earn- 
ings and employment of registered longshoremen on the Pacific coast ; 

“(3) That the union and its members have not interfered with and are not 
interfering with the introduction of labor-saving devices by employers ; 

“(4) That efficiency in longshore work has been materially improved as a 
result of such use.” 


7. Recognition of Taft-Hartley threat 


The parties recognized when the present agreement was signed in June 1951 
that there was a real danger that the NLRB or a court, or some other outside 
agency, might act “to nullify the contract in whole or in part.” They therefore 
agreed to an addendum to the contract which provides, in part, that in the event 
of such outside action the parties agree as follows: 

“In the event that any outside authority (e. g., court, NLRB) attempts to 
nullify the contract in whole or in part, the parties agree as follows: 

“1. If the hiring, dispatching, and registration procedures under the contract 
are actually suspended by any court order or injunction that cannot be promptly 
removed or remedied the parties agree to immediately commence negotiations to 
meet such eimergency to the end that the performance of work under the contract 
shall not be disrupted. 

“2. In this connection the parties agree to take such joint action as they deem 
necessury to protect their common interests. 

3. Hither party, however, shall be free to take any action it deems necessary 
to best protect its interests, provided any such action does not prevent negotia- 
tions taking place or occur until a reasonable negotiating period has elapsed. 

‘4. The parties shall resist by legal means and other reasonable, practicable, 
and agreeable methods such attempted nullification when based on alleged 
invalidity of contract provisions 

“}. If the union desires in such event, a union-shop provision in accordance 
With law shall be incorporated in the contract with other amendments that 
may be agreed upon, and, if legally possible, shall operate during the period of 
negotiations and beyond, unless the parties at the time agree otherwise.” 


Conclusion 


In view of the foregoing contract provisions it is obvious that widespread 
favoritism or discrimination, or wholesale pilfering or racketeering, is impossible 
under our setup. There are individual cases of pilfering and isloated instances 
of discrimination in hiring or dispatching, but such cases are usually quickly 
detected and summarily dealt with. In flagrant instances, the men are removed 
from the industry. 

Moreover, no longshoreman, be he union member or not, need have any fear 
of penalty or reprisal if he exposes contract or union violations along these lines 





INTERNATIONAL LONGSHOREMEN’S AND WAREHOUSEMEN’S UNION, EXECUTIVE BoarpD 
MEETING, JUNE 22-24, 1953, San FBancisco, Cavir. 


RESUMPTION OF CHINA AND FAR EAST TRADE 


The growing probability that a cease fire is imminent in Korea again forces 
us to face up to the fact that the war in Korea has in a substantial degree been 
responsible for the work holding up on the west coast waterfront. 

Not only the longshoremen but many other groups of workers in the country 
will soon be confronted with the slackening work opportunities that had developed 
in 1949 and 1950 just prior to the outbreak of the fighting in Korea. 

A sharp dropping off in national and maritime economic activity which will 
follow a cessation of hostilities must be mitigated by finding some new source 
for commercial and shipping enterprise. One practical substitute for war car- 
goes, on the west coast waterfront especially, which can sustain and expand 
shipping and maintain employment and earnings is commercial trade with the 
Far East. 

Right now, trade in an ever-expanding volume is going on between the mainland 
of China and many countries of the United Nations. This trade, which will 
probably grow by leaps and bounds as soon as an armistice is signed, is bypassing 
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American shipping and industry as a whole. When we lose the trade, we lose 
the jobs that go with it. 

Many American industrialists, shippers, and shipping operators—through their 
organizations such as the San Francisco Junior Chamber of Commerce, San 
Francisco and United States Chambers of Commerce, Propeller Club, and World 
Trade Association of San Francisco—have indicated their reeognition of the 
need to open up trade once the hostilities cease. 

We welcome these signs. 

The officers of the ILWU are instructed to put forward their best efforts in 
cooperation with shippers, shipowners, and any other interested group—trade, 
commercial, or union—to bring about the reestablishment of unrestricted peace- 
time trade between the United States and the mainland of China. 


[From the Pacifie Shipper, August 10, 1953, p. 23] 
Let’s TRADE WitH CHINA 
Editorial Opinion 


The time has come, we think, to face up courageously to the fact that the sensi- 
ble rather than the expedient or popular course to take with reference to Red 
China is to lift our embargo on nonstrategic goods and trade with Peiping in 
all things except military weapons and accessories. The Korean truce has made 
this approach defensible and logical, and termination of the truce for any rea- 
son whatever would upset the whole calculation. 

In urging this course, we cannot escape the political implications and indeed 
we have no wish to try, even though our reasoning is essentially economic. 
Red China is a pure Communist satellite of Communist Russia, in our eyes, and 
we do not propose to enhance the Chinese Red menace without an equivalent 
buildup of the American potential. Moreover, we believe that commerce with 
China would help to loosen and perhaps to break the ties that bind her to the 
Kremlin. In a few words, we want to present trade with China in the light of 
sound cold-war strategy. Mao becoming another Tito is just one of the many 
potentialities. 

For centuries, the Great Wall of China has been, at least in the Occident, a 
favorite symbol of short-sighted national insularity; a barrier by which fright- 
ened men endeavored to protect themselves against the external perils of com- 
merce as of conquest, and achieved their own destruction in both the cultural and 
the military spheres. Eventually, the wall was broken through by more power- 
ful, less insular aliens who found behind the wall a weak, disorganized, and 
industrially backward people. 

The United States should not be a party to the erection of another ideological 
Great Wall outside of China’s 3-mile limit, by which the Chinese may be forced 
to stew indefinitely in their own Communist juices and by which we ourselves 
may find that in isolating China we have also isolated ourselves. 

Is trade an instrument of war or of peace? We think that this country will 
have to resolve this question to its own satisfaction, and we are convinced that 
when it does so, the inescapable conclusion will be that trade is primarily and 
essentially an instrument of nonviolence that contributes possibly more than any 
other force to the avoidance of war and to the peaceful accomplishment of man- 
kind’s noblest aims. It cannot be denied of course, that the extension of trade 
and especially its withdrawal can be utilized, like most other institutions of all 
kinds, as a military weapon; that is one reason why we have stood against trad 
ing with China, even in nonstrategie goods, during the Korean war. 

And if trade is an instrument of peace, where better can it be applied than 
in the rebellious East? What other method of penetration to the masses of 
China, aside from what might be the most costly war in our history, is avail 
able to us? Where can we find a possible entry into the Chinese mind that 
costs us nothing, that in truth may be figured in some ways to yield us an 
economic gain even though the trade be kept on a two-way balance? 

Please understand, in this connection, that we are not now advocating that we 
give anything to the Chinese, although this might be a wise course. We admit 
too that our judgment in this matter has been influenced by the recent develop- 
ments in East Germany, where we have been in the closest allowable contact with 
a Russian satellite and where, indeed, one of our most brilliant strokes has been 
to give alms to the unfortunates caught under the Red tyranny. From this 
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observation the first step is to favor an effort to reach the Chinese through com- 
merce, and the second step might be to send them some good American surpluses 
as evidence not only of a charitable and forgiving disposition on this Nation’s 
part but also as proof of the unmatched productivity of the capitalistic system. 
What better way, pray, of convincing starving men than through fulfillment 
of their dire wants? 

Commerce with China is an economic matter with political undertones. 
Chinese membership in the United Nations is a political matter with only indirect 
economic implications. Thus we are not advocating that Red China be admit- 
ted to the U. N., even though Mao has quit trying to “shoot his way in.” This 
question is one we would leave to the diplomats, but with this much warning: 
Chiang Kai-shek and his China lobby should not be permitted to dictate our 
strategy—too long has our State Department been a reluctant but compliant 
prisoner of the Chiang partisans, who have let us down before and whose inter- 
ests, however similar to our own, are disparate in several vital respects. 

Therefore we would retain commerce with Formosa even as we restore it 
with the Asiatic mainland, and give Chiang the military support which we would 
deny the Reds. Recognize Red China? Only if advisable to facilitate commerce 
with her; again we do not think that recognition should be brandished as a 
weapon of hostility or extended as though it were a benediction. It should be 
neither. And if trading with Peiping should involve recognition, we hold that 
the United States should at all times make it clear to Mao that both would be 
revoked the moment he failed to treat our trade or diplomacy with anything 
less than the highest respect, however begrudging that respect may be. 

How much are we influence by the persistence of Britain and others of the 
Western Allies in supporting nonstrategic trade with China? Some perhaps; 
we cannot dissociate our own thinking from exterior considerations. In the 
main, however, we think we have arrived at the conclusion favorable to Ameri- 
can trade with Red China through much the same mental processes that have 
led our Allies to the same judgment, and that this is the principal extent of 
the coincidence. 


Senator Porrer. The committee will stand in recess until tomorrow 
at 10 o’clock. 

(Whereupon, at 4:45 p. m., the subcommittee recessed to reconvene 
at 10 a. m., Friday, October 23, 1953.) 
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FRIDAY, OCTOBER 23, 1953 


Untrep States SENATE, 
SpecraL SuBCOMMITTEE ON MartrimMe SUBSIDIES OF THE 
CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
San Francisco, Calif. 

The subcommittee met, pursuant to call, in room 261, United States 
Courthouse, Seventh and Mission Streets, at 10:15 a. m., Senator 
Charles E. Potter presiding. 

Present: Senators Potter, Butler, Magnuson, and Congressmen 
Allen and Shelley. 

Senator Porrer. The subcommittee will come to order. 

Ladies and gentlemen, as always happens, particularly as you near 
the end of your hearings, you have to do some shuffling of witnesses. 
In order that those who plan to present their statements will know 
approximately when they are due, I would like to read off the order 
in which we anticipate we will take them at this time: Mr. Smith, 
Mr. Labagh, Mr. Rotell, Mr. Hewett, Mr. Gallagher, Mr. MacMillan, 
Mr. Gibbs, Mr. Lundeberg, and Mr. St. Sure. We have a Mr. May and 
a Mr. Black that we will try to bring in sometime, probably this after- 
noon. Mr. Black will appear before Mr. Lundeberg, or after; at 
least, we know we are starting with Mr. Smith. 

Mr. Smith, we are delighted that you as a banker have taken the 
time to come up and give us your views. I think that is a very vital 
factor in our maritime consideration. We are very pleased to receive 
your statement. 


STATEMENT OF RUSSELL G. SMITH, EXECUTIVE VICE PRESIDENT, 
BANK OF AMERICA NATIONAL TRUST AND SAVINGS ASSOCIA- 
TION, SAN FRANCISCO, CALIF. 


Mr. Svaru. Mr. Chairman and gentlemen, my name is Russell G. 
Smith. I am executive vice president of the Bank of America Na- 
tional Trust and Savings Association, with headquarters in San 
Francisco, Calif. 

I am also executive vice president of the Bank of America, Inter- 
national, a wholly owned subsidiary, whose home office is 40 Wall 
Street, New York City. I am a member of the board of directors of 
the National Foreign Trade Council and of the United States Council 
of the International Chamber of Commerce. 

You have asked me to appear here as a member of the banking 
community to explain the bank’s relationship to shipping. I shall try 
to contribute something to the understanding of the importance of 
the American merchant marine and the United States foreign trade, 
especially with relation to the economy of California. 
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With 10 foreign branches in Europe and the Far East, the Bank 
of America and its subsidiaries are actively engaged in foreign bank- 
ing. In addition to its overseas branches and five foreign representa- 
tive olflices, the Bank of America has a vast network of correspondent 
banks covering the globe. Its travelers checks accompany travelers 
throughout the world. The bank, through its international banking 
department, finances foreign trade between California and every 
continent. ; 

With over 500 branches throughout the length and breadth of 
California, Bank of America is vitally interested in the economy of 
California in all its phases. An important element in the economy 
of California is the billion-dollar industry that California’s foreign 
trade has become. : 

California since its early days has been served by ships. For many 
ain it was critically dependent on ships for most of its supp plies. 
The standard of living rose or fell in ratio to ship arrivals. ‘Today 
both the agricultural products and manufactured goods of California 
are important parts of the foreign trade of the United States, and 
ships of all maritime nations call at its ports. 

‘To demonstrate the importance of shipping to California, I ask 
your indulgence while I point out a few of the salient facts relative to 
this State’s foreign trade. Any emp phasis upon size is for the sole 
purpose ot showing our dependence e upon ship ping. The more goods 
to be moved across waters, the more ships are require cl. 


California’s foreign trade is greater in value than that of many 
Sieciite countries. Its total waterborne foreign trade was over $1.2 
billion in 1951 and nearly that amount in 1952. The per capita value 
of California’s foreign trade similarly is greater than that of some 


nations with great ports actively engaged in foreign trade. California 
is a seafaring State and the health of its shipping plays an important 
part in the stability and prosperity of its economy. 

The value of output of California’s fields, ranges, and groves ap- 
proac hes $3 billion a year. This vast output of agricultural products 
depends to a considerable extent on an export market and on ships to 
reach that market. A few random illustrations will point up this 
dependency. 

Cotton is California’s chief crop in value; ordinarily some 50 percent 
of the crop is exported. In the crop years 1948-50, California barley 
exports averaged over 28 percent of the State’s production; rice ex- 
ports, over 34 percent of production; grade exports, over 20 percent; 
prune exports, over 40 percent of production. 

California’s manufacturing industries lean heavily, too, on export 
wane Ranking after cotton among the State’s leading exports 
by value in 1952 were petroleum products, machinery (exclusive of 
vehicles), and iron and steel mill products. 

California’s foreign trade is a two-way street. Exports represent a 
little over half of the total of this more than billion-dollar industry 
in 1952, with imports amounting to nearly one-half of the aggregate. 
Cargo plies both ways. Imports into the State are in great variety and 
volume. They include such diversified commodities as coffee, crude 
rubber, newsprint paper, copra, wool, crude petroleum, nonferrous 
ore, jute and burlap, fresh and canned fish, iron and steel mill products. 
All of these imports do not stay in California. Some go into the in- 
terior to enrich the economy of a States. Accordingly, it may be 
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eugene: here that more than just the west coast States are affected 
by the situation and condition of shipping on the west coast. 

Banks have an important financial relationship to shipping. This 
relationship runs more to the cargoes carried by ships than to the ships 
themselves, and is due largely to the unfavorable situation of our 
shipping companies. As I will indicate later, financing of ships them- 
selves is not sound if a profitable operation cannot be foreseen. 

Goods moving in foreign trade are customarily financed by bank 
credit. This interest of banks in cargoes extends all the way through, 
from crop production or commodity processing and manufacture to 
distribution and sale. 

This interest is witnessed in such as crop and farm-equipment 
loans, the credit needs of manufacturers and processors, and the 
financing of the exporter and importer. 

The banks of California therefore have a stake in the cargoes of 
ships, a stake of multimillion dollar proportions. But in addition 
to financing cargoes from production to distribution, the banks also 
have a stake in the operations of ships themselves. Banks have an 
interest in the related industries of shipping to which loans are made. 

Two broad categories of related activities may be mentioned briefly, 
first relative to the cargo and second relative to the ship. As hore, 
the cargo may require packing and crating. Drayage and ware- 
housing too may be involved. Bank financing assists in these 
operations. Afloat, the ship needs fuel and the crew needs provisions. 
Fuel and provisions cost money, which may be raised by bank loans. 
Banks further help to finance ship repair yards which are necessary 
to assure prompt and safe delivery of cargo by the ship. 

During many years the shipyards in our State contributed heavily 
to California’s economic activity. They are a great, available re- 
source. When they teem with activity, California’s entire economy 
is stimulated. During World War II great sums of money were 
devoted to shipbuil ling on the west coast, to meet dominantly the 
demands of war. This was essentially and necesarily a government 
program. In these postwar years there has been little private financ- 
ing of ships for American operators. It is difficult for ship operators 
to make a satisfactory showing to justify the extension of bank credit. 
The economics of the situation must be reviewed carefully. Factors 
pointing to profitable operation of the ship have to be present. 

Mr. Chairman, the record shows that the subcommittee hearings 
have developed much information regarding the number and type 
of United States ships now comprising the American merchant ma- 
rine. Accordingly, I will not attempt to repeat any of the data 
already presented. Nor will I attempt any outline of the many 
problems confronting the owners and operators of American-flag 
ships. The owners and operators themselves can best present such 
testimony. 

It is my desire, however, to emphasize, as I hope these remarks 
do, that ships are a necessary and vital adjunct to the foreign trade 
of our country. I feel that it is imperative that the Congress do 
everything reasonably within its powers to insure that the country’s 
foreign commerce be carried to the greatest practical extent on ships 
of United States registry. 

I wish to make it clear that I recognize the value of foreign shipping 
services, particularly as an invisible item of trade and as a means of 
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exporting dollars and, in effect, increasing the import side of the 
ledger. 

I recognize that as a great creditor Nation we need to reduce the 
gap between our export totals and our import totals. While we wel- 
come foreign ships in our ports for their great part in the flow of 
international tone to the free world, I am mindful of the times when 
foreign ships were not available when we particularly needed them. 
We cannot risk such a reoccurrence. 

An adequate merchant marine is vital, not only to our foreign trade 
but also to our national defense. 

Senator Porrer. Mr. Smith, are you familiar with the bill recently 
enacted by the Congress for private financing of ship construction ? 

Mr. Smiru. Yes. 

Senator Porrer. Is that enough of a guaranty or enough of an 
incentive to entice private capital into that field ? 

Mr. Smiru. I don’t believe so, Mr. Chairman, for this reason, that, 
as I said in my statement, it is the underlying economics of the situa- 
tion that are going to motivate a bank to make a loan, or any other 
lender for that matter, outside of the Government. 

If the operating conditions cannot be presented to the lender in a 
form that will show an adequate ability to service a loan, a loan will 
not be made regardless of the type or amount of insurance that may be 
running against it. 

Senator Porrer. Would the incentive be greater if it was 100 percent 
rather than 90 percent ? 

Mr. Smiru. I don’t believe it would be an incentive, Senator; per- 
haps, in slight degree. What I am trying to emphasize is this, 
Senator, that the Federal Housing Act, the Government through 
mutual insurance insures mortgage loans. But banks would not make 
mortgage loans if they thought the buyers of the houses were going to 
default under the loans and the banks were going to have to foreclose 
and look to the guarantor. 

Senator Porrer. In other words, whether this law will bring about 
the desired effect depends upon the economic stability and the long- 
range outlook for the shipping industry. 

Mr. Sirn. Precisely. It takes more than a guaranty to bring 
about a transaction between borrower and lender. The borrower 
has to be sure that his loan is a profitable undertaking for him, and 
the banker wants to be assured that it is going to be profitable so that 
his loan may be repaid. 

Everyone learns early in their banking days that the best way to 
lose a friend is to let him guarantee a note that is not going to be paid. 

Senator Porrer. Do you have any private financing of ships now? 

Mr. Smiru. Yes; we do. 

Senator Porrer. What types of ships are they? 

Mr. Smiru. We have financed the acquisittion of tankers, both 
American and foreign-flag operated, for American owners. We have 
financed the construction for American owners for tankers and other 
ships built in foreign yards. We have financed for foreign owners 
ships built in foreign yards, and we have financed the acquisition in 
L or 2 cases—I mean, we have made loans against the security of stock 
in steamship companies. 

Senator Porrrer. Are there any questions? 
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Senator Butter. Assuming the presence of a favorable atmosphere, 
is the bill otherwise sufficient and capable of doing a good job‘ 

Mr. Smiru. I have not attempted to analyze the bill from that 
standpoint, of trying to certify to its adequacy. I think that an 
offer of guaranty by a Government agency takes us in considerable 
degree back to a point from which we “had hoped we were departing, 
namely, that of Government in business. 

Senator Porrer. As a banker, you would prefer private financing 
rather than Government financing? 

Mr. Smirn. Yes; I would prefer to finance the ship against adequate 
security and ability to be repaid by the borrower rather than against 
a third-party guaranty. 

I have thought about the possibility of a mutual insurance fund by 
which the shipowners themselves provide the guaranty through mu- 
tual insurance. However, the transactions in the financing of a ship 
are relatively few api far between, and that would probably not be a 
practical suggestion, although there might be a possibility that some- 
thing could be worked out along these lines. 

Mr. Auten. Mr. Smith, I think you made a fine statement as to the 
necessity of ships. I have some ideas of my own as to why they should 
be American ships. I would be interested in hearing you discuss 
briefly the advantages of having American ships to serve the west 
coast. 

Mr. Smiru. I am very glad to respond to the question. I thought 
that the record was already filled with statements of that kind. We 
have a shipbuilding industry which has demonstrated its effectiveness 
on several occasions that are vivid in our memories. 

In order to support a shipbuilding industry, we should, I am sure, 
have ships. We have twice, in my memory, been confronted with 
situations where our regularly routed foreign-flag ships were not 
available, due to the interference, I am sorry to say, of war. 

In both of those cases the Government of the United States imme- 
diately strove with great activity to make up for the lack of American- 
flag ships. That process in both cases, I am sure the record will prove, 
was a very costly one. I firmly believe it would be much to the long- 
range benefit of the country if we could attain and maintain an ade- 
quate-sized merchant marine which would be here through good times 
and bad times. 

I think it is desirable that the American flag appear in the ports 
of the world, along with the flags of other countries. 

We have great maritime traditions. I do not propose that we do 
these things just to maintain traditions, but in back of those tradi- 
tions is the fact that our ships have contributed a lot to the develop- 
ment of our foreign trade. Our foreign trade has contributed a lot 
to the standard of living of the country. All of those things, I believe, 
go hand in hand and should be maintained together. 

Senator Porrer. Isn’t it true, Mr. Smith, that American ships with 
American crews serve as our best salesmen in foreign countries, sales- 
men of American products, and with foreign bottoms and foreign 
crews they are selling the goods of their country rather than selling 
the goods of our country ¢ 

Mr. Smiru. I must agree with that. 


36174—54—pt. 2—— 
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Mr. Auten. Could you give any estimate of the loss in dollars that 
was occasioned by the loss of our import and export trade at the out- 
set of these two wars when foreign shipping was not available? 

Mr. Smiru. No; 1 am sorry, I couldn't give that. 

Mr. Auten. Was it considerable? 

Mr. Smirn. Yes; it was a multi-million-dollar figure. 

Mr. Auuen. Could you make any comment as to the value of an 
American merchant marine to Americans who do not live on the sea- 
board¢ As has been illustrated time and time again in these hearings, 
the lack of support is likely to be found in the interior States, where 
[I think it is a matter of lack of information. 

Mr. Smiru. A great many people think of foreign trade in terms 
of exports. I think our foreign trade is only for the purpose of 
distributing over the world the surplus products which we have. But 
foreign trade is a two-way matter, and imports are equally important 
in foreign trade. Without imports our standard of living would 
necessarily be lower. We would have to do without a great many 
things. 

The Gray report, I believe, highlighted the dependence of the United 
States today upon a great number of vitally necessary imports. So 
{ say that everyone in the United States, unless he be a hermit in the 
mountains of the Sierra Nevadas or the Ozarks, has a real vital interest 
in shipping, which brings to him these imports as well as taking away 
his products of export. 

Mr. Atuen. Thank you, sir. 

Senator Porrrr. Senator Magnuson ? 

Senator Magnuson. The only trouble with the Gray report is it 
went a little further than that and suggested that possibly those im- 
ports and exports should be hauled in foreign bottoms. 

Mr. Smirn. I didn’t want to bring that up. 

Senator Maanuson. I was just going to suggest, Mr. Smith, that 
the bill that we passed, Senator Potter’s bill last year—we did pass 
it with some reluctance, based upon the observation you made—said 
that we want to get away from these things as much as possible, but 
that we didn’t know how we could go much further than 90 percent, 
following out what we had done in building. 

We had hoped that might stimulate and be an incentive for more 
credit and more participation of private credit, although all 3 of us 
were somewhat reluctant about it, because we thought we were going 
pretty far in the guaranty of 90 percent. 

Your testimony is to the effect that even with that, there must be 
the so-called healthy atmosphere of American shipping so that the 
banks can feel that regardless of the guaranty that the credit extended 
will be paid back. In other words, the bill may be import ant, but the 
real thing is to have the merchant marine back on its feet so that you 
could loan with or without the bill and feel assured that they would 
repay. 

Mr. Smiru. The bill goes as far as the Congress can go. The idea 
of having a 10 percent interest on the part of the lender is a good one. 
That makes for better lending and for better policing of a loan after 
it is made. But if a lender wants to make a loan solely on the basis 
of the guaranty, he would be better off lending directly to the United 
States Treasury and not go through 
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Senator Macnuson. Yes. If we went any further than that we 
might as well leave the banks out altogether and have a little smaller 
inter est rate. 

Senator Burier. Will you develop a little further your thought 
in connection with the loaning of money for the construction of ships 
by the industry itself? Is that what you had in mind? 

Mr. Smirn. I had in mind that the shipping industry, assuming 
that we are undertaking a program in which there is going to be a very 
substantial increase in the number of ships being constructed in the 
United States yards or United States-flag operation, that in connec- 
tion with each loan there would perhaps be paid in addition to the 
normal interest charges some insurance charge, and those premiums 
would be accumulated and would be used to take care of those cases 
in which you had defaults, recognizing that ship loans individually 
are large loans and there are not so many in number as housing loans, 
in which this principle of mutual insurance has been so well demon- 
strated ; that perhaps instead of offering a guaranty of a loan, perhaps 
the Treasury might provide some initial capital for such mutual 
mortgage insurance— 

Senator Magnuson. You mean, participate in the revolving fund. 

Senator Burier. That is what I had in mind. 

How would you get your nucleus, your cash—— 

Mr. SMIrH. These are things t that would, of course, have to be 
worked out with some statistical tables and information developed. 

Senator Butter. When I was in Italy within the last couple of 
weeks I looked around a little to find out how those people do busi- 
ness. They do have within their industries corporations that are—I 
don’t know if they are owned by the government or not, but I think the 
government owns all the stock in them, or at least they own stock in 
each one of the businesses in a particular trade, and it is a sort of mutual 
help organization. This is the first time I have heard it suggested here 
in America. 

Senator Magnuson. You better be careful. That might be called 
socialism, 

Senator Butter. Let me tell you how it came about. It came about 
when Mussolini decreed that any Italian corporation having over 100 
million lira had to pay into this state-formed corporation shares of 
their stock. So the state is a stockholder in every business in Italy 
by virtue of that law. I asked the economic attac hé at the Embassy to 
give me a full report on it because it is a complicated situation. But 
this is the first time I have ever heard it suggested over here that such 
a thing like that might be applied to the maritime industry 

Mr. Smirn. Of course, after all is said and done, what Congress 
needs to do is to make it possible for American operators to buy and 
operate ships profitably, and then they will be able to finance them- 
selves in both the acquisition and the operation, because in this coun- 
try, although we have the periods of so-called tight money from time 
to time, there is a tremendous volume of both investment and bank 
funds which are available. 

Senator Burier. I personally would be somewhat afraid of that 
sort of arrangement for the reason that the Senator has pointed out, 
that it not only tends to socialism but whenever the Government has a 
stake it usually wants to have something to say about it. I think we 
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have a privately owned and operated merchant marine to just abso- 
lutely the top extent. 

Mr. Suetiry. Would you say we were bordering on that now with 
MSTS? 

Senator Butter. I don’t think it is a question of bordering on it; 
I think we have it with us. I don’t think we ought to continue it. 

Senator Maenuson. That even gets into the phase of galloping 
socialism. Do you know of any loans now, or credit now, independent 
credit, on the construction of a ship or ships other than tankers ¢ 

Mr. Smiru. In United States yards? 

Senator Magnuson. Yes, in United States yards. 

Mr. Smirnu. No, I don’t know of a single one. 

Senator Magnuson. In other words, there just has not been any; 
isn’t that the sad situation we are in? There may be, but I don’t know 
of any. 

Mr. Sairu. I don’t ever recall having an application for financing 
to construct a tanker in United States yards. 

Senator Magnuson. You have financed foreign-flag operations, have 
you not ¢ 

Mr. Smiru. We have financed the construction of tankers in foreign 
yards for Americans. 

Senator Magnuson. To fly a foreign flag ? 

Mr. Smirn. Yes. 

Senator Magnuson. That is a very profitable operation, is it not? 

Mr. Smirn. Yes. 

Senator Magnuson. I mean, for the owner, and you get your money 
back ¢ 

Mr. Smiru. Of course, it is bad to generalize too much about these 
things. You better say that if they make a good charter at the time 
the arrangements are made, they may have a very profitable operation. 
I understand there are a lot of tankers tied up right now. I can give 
you an example of what can happen in the tanker market. 

We had brought to our attention the case of an owner who offered 
his tanker for sale to one of the oil companies at $800,000. There was 
no interest. They declined the offer. Shortly thereafter they in- 
quired if he was still disposed to sell the tanker, if he would take a 
million and a quarter for it. 

A little negotiation went back and forth, and they paid a million 
and a half for the tanker, and this all happened in the period of 5 
weeks, 

These gentlemen who appear before you, who are in the tanker busi- 
ness, can perhaps explain to you how the market, the charter market 
for tankers, as well as the market price for tankers, fluctuates so widely 
according to certain conditions. 

Senator Magnuson. We have some cases that have gone faster 
than that; 5 days in one instance. What I am trying to suggest is 
that the unhealthy situation w hereby credit is given and has been 
given in many cases to an American citizen to build a tanker in foreign 
yards, with the sole purpose of flying the Panamanian or Liberian flag, 
and that situation has lent itself to credit, whereas an American citi- 
zen who wanted to build in an American yard and fly the American 
flag does not lend itself presently to credit. 

Mr. Smirx. That is exactly what I had in mind. 
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Senator Magnuson. Even with the bill that guarantees the bank 90 
percent of the loan. 

Mr. Smiru. That is my point. 

Senator Maenuson. That is an unhealthy and bad situation. That 
is not the fault of the bankers or anyone else, because you people have 
to make loans that you think are good loans because you are loaning 
our money, not your own. That is the sad and sorry situation of 
maritime credit today. 

Mr. Smiru. That is right. 

Mr. Auten. I think I understood you to say substantially that the 
shipping situation was somewhat unhealthy for lending and that the 
Congress ought to take action which would put it in better shape. 
Could you point out what are the unhealthy factors that Congress 
might correct, and suggest the means? 

Mr. Surri. I believe, sir, that the shipowners and the ship opera- 
tors can best testify as to what they need from Congress to provide 
an operation. 

I would like to answer your question, if I am permitted to, by simply 

saying that the income and expense must be in such ratio that there is 
enough left over to pay off a loan. If those factors are not present 
it is not possible to set up a sound loan, regardless of underlying 
values as to market, prices of ships or possible guaranties by third 
parties. 

Mr. Aten. Is there any apprehension on the basis of experience 
that a Government contract will not be paid promptly in accordance 
with its terms which is a deterring factor ? 

Mr. Smitu. I don’t believe so. I don’t know of a case—and I might 
add that through these past several years, of course, all of us in the 
banking business have had a lot of experience with Government con- 
tracts—where we have ever hesitated on the grounds that the Gov- 
ernment might not fulfill its contract. 

Senator Porrer. Are there any other questions 

Mr. Smith, we wish to thank you for giving us your views on the 
subject which we have under discussion. 

Mr. SmirH. Thank you very much for a very pleasant experience. 

Senator Maenuson. I have one other question. We think we have 
gone as far as we can go on the particular matter of credit with the 
90-percent mortgage in itself. Do you think the extension of sub- 
sidies under the 1936 act, under the intent of the 1936 act to other 
than the now subsidized lines would help that credit situation for 
American operators wanting to fly the American flag? 

Mr. Smiru. Yes, I am sure it would contribute to it. 

Senator Magnuson. That is something we must face here sooner 
or later in this committee. 

You also believe, again for the record, that insofar as the techniques 
of loaning credits are concerned, that we have gone about as far 
as we can go with the 90-percent mortgage loan ? 

Mr. Situ. Yes, I do. 

Senator Porrer. Thank you. Mr. Labagh, we are happy to have 
you here. You can begin your statement. 
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STATEMENT OF P. STEELE LABAGH, TRAFFIC DIRECTOR, 
CALIFORNIA PACKING CORP. 


Mr. Lasacu. I am traflic director of the California Packing Corp., 
with whom I have been associated for 33 years. At this ‘hearing 
I am representing not only the California Packing Corp. but also 
the Northwest Canners Association whose 47 members represent 90 
percent of the pack of that territory which roughly is Oregon, Wash- 
ington, and Idaho and which packs approximately 30 million cases 
of canned fruits and vegetables per year. Here in California we 
pack approximately 100 million cases per year. 

The California Packing Corp. is the largest packer of canned 
fruits and vegetables in the world. The California Patan Corp. 
has canneries in Alaska, Hawaii and the Philippines to which it 
must furnish supplies necessary for the canning operation as well 
as ship the finished product. We ship a sizable part of our pack 
throughout the markets of the world that are now available for 
commerce. We have been in the export trade for over 50 years. 

From the standpoint of our operations we require two-way water 
service. It is our feeling that an American merchant marine is re- 
quired in order that we may be assured of continuity of service and 
stability of rates. 

If we were not able to ship our present waterborne commerce it 
would have a very bad effect upon our domestic market which would 
be flooded to the extent that we now ship export. We require water- 
borne commerce in order to ship the products of our offshore can- 
neries, namely, pineapple and fish, as well as supplies to those off- 
shore cannery operations. 

All of this calls for future planning and outlay of capital and if 
there was any question in our mind regarding the regularity of serv- 
ice our plans would have to be adjusted accordingly. With an Amer- 
ican merchant marine dedicated to certain trade routes we are at 
least assured of a minimum of service. We also feel there is a place 
for ships of other nations and we use them in our operations but 
we are of the opinion that our best interests are served when at least 
50 percent of our goods are moved by American ships. We feel that 
this represents stability and continuity of service. 

In the matter of rates where we are in competition with other 
markets in the world we feel that it is very necessary that American 
ship operators be a part of the ratemaking body that establishes the 
level of the rates. In that way we can feel assured that our prob- 
lems will have full consideration. We would not like to be in the 
position of having our rates established by foreign lines in those 
instances where our products are competing with the products of 
the countries represented by those foreign flags. 

We are vitally interested in the interconstal service and feel that 
this is a very necessary operation. Pacific-coast canners require the 
service of the intercoastal carrier in order to ship the tremendous 
quanity of canned goods that have to be forwarded to the large con- 
suming ports on the eastern and gulf coasts. We require both the 
intercoastal service as well as the rail service in order to complete an 
adequate overall transportation system. We feel that there is a def- 
inite need and requirement for both these types of service. We also 
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feel that these ships that are in this intercoastal service together with 
the ships that are in offshore service are necessary for the protection 
of this country in time of war and that even though the intercoastal 
service only serves the te that if they are a part of the national 
security program then the Nation as a whole should bear its share of 
the cost on such national defense. 

What we have said regarding the California Packing Corp. applies 
also to other canners and the Northwest Canners Association concurs 
in this statement as representing their views on this subject. 

I have made my statement brief because I know there is much ma- 
terial already in the record. If there are any questions or other avail- 
able data that your commitee would like, I will be glad to answer 
them at this time or you can communicate with me and I will be glad to 
furnish that material to you to clear up the record. 

Senator Porrer. I notice in your statement that you say it is de- 
sirable that we ship at least 50 percent of our exports in American 
bottoms. What percentage are you shipping in American bottoms 
today ? 

Mr. Lanacu. I haven’t made an actual study of that. I would say 
that of our own product we are shipping more than 50 percent, because 
we lean toward the American lines. 

Senator Porrer. If we do not have American operation, we do not 
have any Americans in the conference ? 

Mr. Lasacu. That would be correct. 

Mr. ALLEN. Have you had any experience, Mr. Labagh, in finding a 

company at a disadvantage because of no American shipping in the 
service ¢ 

Mr. Lasacnu. There have been instances, especially during times of 
war, where other services are more profitable and the other lines pull 
out and leave us stranded. 

Without foreign operations, the way we have them, if we didn’t have 
a continuity of service we just couldn’t afford to go into some of these 
other markets and, especially, develop them like we have. 

Mr. ALLEN. In those instances where you were stranded, how were 
you stranded? What was the result of the—— 

Mr. Laracu. The result is that you just don’t ship to the ports unless 
the Americans come in and help you. 

Mr. AuLEN. If I understand your business, or as I understand your 
business, your product is such that you ean carry over a surplus to 
the following year, but if you do so you buy less from the farmers who 
contribute to the next year’s pack. Is that a fair approximation ? 

Mr. Lapnacu. That is true, in a way, but it is not true in another 
way, because the farmer has the same amount of land available to him 
and he wants to plant the same amount of crops. So he expects you 
to take his crop year after year 

If you don’t take it, there is no other place for him to go. If he 
pulls out his trees, for instance, if it happens to be fruit, why, he can’t 
get the fruit trees back. If it is some other product. such as a vege- 


table product, and he starts in working for somebody else, then you 


can’t get him back. Once you lose your customers it is hard to get 
them back. 
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Senator Porrer. When you don’t have your foreign market because 
of lack of ships, you are going to depress the price here? 

Mr. Lasacu. There is no question about it. 

Mr. Auten. The law then says that it is passed out to a variety of 
places and to all parts of the farm-producing areas? 

Mr. Lazsacu. That is correct. 

Senator Porrer. I think what Congressman Allen was driving at 
is that the farmers whose products are canned or for foreign ship- 
ment have a stake in the American merchant marine. 

Mr. Lanacn. There is no question about it. 

Senator Magnuson. Have you had occasion when the lack of a 
merchant marine in the development of foreign markets has caused 
you to offer the farmer a lower price? 

Mr. Lapacu. I can’t recall of that instance. 

Senator Magnuson. It could happen? 

Mr. Lazaeu. It could happen very easily. 

Senator Maanuson. Are those rates fluctuating ? 

Mr. Lasacu. The freight rates? 

Senator Magnuson. Yes. 

Mr. Lasacu. They change. They are not subject to rapid change 
like some of the lesser valued commodities and bulk commodities. 
They don’t change in that same manner. They have changed, though. 
They have gone up. 

Senator Macnuson. Your offer to the farmer changes a great deal 
each year ¢ 

Mr. Lanaou. Yes, it changes every year. 

Senator Maenuson. I could talk to you about pears, but I won’t 
today. 

Mr. Lanacu. I know what you mean. 

Senator Maanuson. Sixty dollars a ton. They can’t raise them 
for that. 

Senator Porrer. Are there any other questions ? 

Mr. AtLeN. Do you find any need for American-flag bulk carriers 
which are not available to you? 

Mr. Lanacu. No, we don’t ship in bulk. Personally, we don’t find 
that need. 

Mr. Auten. Do you use entire shiploads on fishery products from 
Alaska ¢ 

Mr. Lanacu. Yes, we have in the past. But at the present the fish 
haven’t been showing up in the quantity, and with the conservation 
program we haven’t been able to pack the quantity we packed in 
former years when we did use full shiploads. 

Mr. Auten. My question was directed at the possibility that in 
times past the restriction on the availability of shipping, particularly 
laid-up ships, might have found the Alaska service without enough 
ships. I wondered if you had experienced any such thing. 

Mr. Lanacu. Not for that reason. 

Senator Magnuson. I think the reason for that is that the Alaskan 
service would take care of the salmon pack if it was done to just a 
minimum ; the rest of the service may be seriously in jeopardy or cur- 
tailed, but they could still bring the salmon in. 

Mr. Lanacn. That could be. 

Senator Porrer. Thank you very much. 








MERCHANT MARINE STUDIES 1017 


Our next witness is Mr. Rotell. Mr. Rotell is the executive secre- 
tary-treasurer of the Pacific Coast Metal Trades District Council. 
Mr. Rotell, we are pleased to have you with us. 


STATEMENT OF THOMAS A. ROTELL, EXECUTIVE SECRETARY- 
TREASURER, PACIFIC COAST METAL TRADES DISTRICT COUNCIL 


Mr. Rorety. The pleasure is mine, Senator and gentlemen. I am 
presenting for the record this brief, which is very brief. It is really 
the action that was taken by the metal trades department in conven- 
tion assembled at St. Louis, on September 14 of this year, touching 
on the subject of the merchant marine and the shipbuilding and ship 
repair, not only for the west coast but the Nation as a whole. 

Senator Porrer. The brief will be made a part of the record fol- 
lowing your statement. 

Mr. Roretu. I also have an appendix with it, which is a chronology 
of events which have happened. It is taken from the official paper 
of the Bay Cities Metal Trades Council, beginning January 2, 1952, 
up to the present date. 

Senator Porrer. It will be made a part of the record at the end of 
your statement. 

Mr. Rote. It is for you and Congress to see what we have been 
confronted with on the west coast. 

Senator Porrer. We are happy to have it, and it will be made a 
part of the record. 

Mr. Roreti. Mr. Chairman and gentlemen, my name is Thomas A. 
Rotell. I am executive secretary-treasurer of the Pacific Coast Metal 
Trades District Council. I consider it a privilege to be afforded the 
opportunity to appear before your honorable group to place into the 
record of your committee a general statement on the position taken 
by the metal-trades department of the American Federation of Labor 
in convention assembled at St. Louis, Mo., on September 14, 1953. 

Although I am the Pacifie coast secretary, the action taken at the 
convention speaks _ the Pacific coast as well as the other geographical 
seaboards of the Nation. It briefly states our position and incor- 
porated therein are two resolutions that express suggested remedies 
and recommendations which the metal-trades department as well as 
the Pacific Coast Metal Trades District Council present for the con- 
sideration, not only of this committee, but for the President of the 
United States, as well as all affected governmental agencies, and both 
Houses of Congress. 

I wish to add that I have been acting in the capacity since 1948 as 
the Pacific coast chairman for the Shipbuilding Committee for Na- 
tional Defense. It has been a very active committee. It is still 
functioning. It is a joint committee of labor and management. At 
the commencement of the functions of that committee, and we are still 
functioning on that base, we went into Washington and met with both 
Houses of Congr ess. We also met with Government agencies, and we 
also went in March to the White House and laid our problem before 
the President of the United States. 

In 1946 the metal trades department of the American Federation 
of Labor, through its representatives, called to the attention of the 
Government a need of a sustained merchant marine. During the years 
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following, 1947, 1948, 1949, and 1950, this merchant marine need of 
the United States was reiterated more emphatically each succeeding 
year. The essence of the metal trades department’s support of an 
American merchant marine might be summed up in these three reasons. 

First, the United States should retain its standing among the com- 
mercial nations of the world. United States flagships should sail 
all seas and patrol all harbors carrying our exports and imports. 

Second, as a Nation we should not allow our skilled shipbuilding 
and ship-repair mechanics and ship-operating personnel to become 
dissipated and be deprived of the opportunity to engage in the work 
in which they are skilled, or our shipyards and other ship- maintenance 
facilities to become outmoded, deteriorated, and in many instances, 
unfit for future use. 

The last and perhaps most important reason is that the United 
States must remain independent of any nation or group of nations 
in the carrying of our commerce and in maintaining our first line of 
defense. National emergencies must never again find us dependent 
upon the ships of other nations to carry out troops or other implements 
of war. 

This was most forcefully called to our attention with the outbreak of 
hostilities in Korea. Immediately there was a clamor for more ships. 
Many which had been laid up were reactivated. There was an increase 
in the building of combat and noncombat vessels for the armed services, 
and for the third time we experienced, to a smaller degree, the same 
kind of activity in our shipbuilding and ship-repair yards which we 
had twice before in this generation. 

There was a shortage of steel. Priorities for critical materials were 
instituted, and again the need of certain type vessels for both defense 
and commercial needs was very forcibly called to the attention of our 
Nation. This was the condition from late 1950 to early 1953. 

When it became apparent that hostilities would not expand beyond 
the limited boundaries to which they were confined, the urge for addi- 
tional ships to be made available ceased, with a subsequent decrease 
in the employment in the shipbuilding and ship-repair yards, and also 
in the United States navy yards, and the interest of the Government 
in establishing a merchant marine lessened considerably. 

It is interesting to note that, as of June 1, 1953, there were 72 sea- 
going vessels on the ways of the shipyards of the United States, with 
a total gross tonnage of 970,073 tons. Of these, 26 were the Mariners, 
authorized by Congress and through the Maritime Administration in 
1951, and 44 were tankers which are being built without subsidy and 
for private commercial firms. In addition, there were two refrigerator 
vessels of comparatively small tonnage for the United States 
Government. 

If there is no action taken by the 83d Congress to make money 
available for the building of ships, by January of 1955 the only vessels 
under construction which will be on the ways of the shipyards of the 
country will be tankers and such vessels as may be needed for direct 
use by the Federal Government. 

The 83d Congress will necessarily have to have a change of opinion 
over the action which it took in its earlier session when submissions 
for amendments to the Maritime Act of 1936 were made, and also 
petitions for money for the construction differentials for 5 ships were 
presented. It denied this appropriation for construction differentials 
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which had been reduced to a minimum amount for the purpose of 
getting the vessels underway. 

Mr. Suetiey. Congress didn’t strike it out but the Director of the 
Budget struck it out. 

Senator Butter. It was taken out by the Department of Commerce 
and we got it put back in. 

Mr. Suetiey. That is right. 

Senator Butter. I offered an amendment to get it back in again. 

Mr. Suetiey. And it was taken out again. 

Senator Burtsr. Yes, by the House. 

Mr. Rore.u. I say, I am quoting from the record. 

Senator Burier. We didn’t get the money. 

Senator Porrer. The results are the same. 

Senator Butter. I may say for the record that three of those ships 
are now in Japanese yards. 

Mr. Rorewi. Very good—for the record. 

Senator Porrer. That was a west-coast line. 

Mr. Rore.y. Hearings are now being conducted by a subcommittee 
of the Senate Committee on Interstate and Foreign Commerce, de- 
signed to develop facts affecting our merchant marine. It is to be 
expected that the testimony submitted to this subcommittee will be 
more than sufficient to prove the need of construction subsidies and 
of a sustained shipbuilding program. 

In addition to the seagoing vessels under construction at the prese nt 
time, there are 6 ore carriers ‘of an aggregate of 73,700 gross tons being 
built on the Great Lakes, and 343 vessels, with a total tonnage of 
90,000 for miscellaneous purposes, only part being self-propelled, prin- 
cipally being small vessels of the barge and tug type. 

In the building of these vessels there are approximately 124,000 
employees engaged in the shipbuilding and ship repair, of which 
there are about 70,000 on the Atlantic coast; 20,000 on the gulf ; 20,000 
on the Pacific coast ; 9,000 on the Great Lakes, and 5,000 in the inland 
waterways yards. 

An examination of the employment in these private shipyards 
vividly portrays what will happen when the Mariner-type cargo 
vessel program is completed. The number of shipyard employees 
will be reduced by one-half and again, this number will depend upon 
the tonnage of tankers contracted for, bulk-ore carriers, and such 
vessels as may be needed for direct Federal use. 

President Brownlo strongly urges that programs be instituted 
which will permit the building of merchant vessels of sufficient num- 
ber to maintain a merchant marine adequate to meet the normal needs 
of carrying the major portion of our commerce. These vessels should 
be suitable for conversion for purposes of national defense. 

I further recommend that this program be a continuing one, taking 
into consideration the fact that these vessels become obsolete within 
less than 20 years; that they must possess loading qualities to enable 
quick turnaround, and be of sufficient power to meet the needs of a 
national-defense vessel. 

A work force of at least 130,000 should be maintained, equitably 
distributed on the coasts, Great Lakes, and inland waterways of the 
country, with no overall concentration in any given area 

This force should act as a nucleus of tr: sined shipballd ling and ship- 
repair workers. 
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The conclusions reached by the convention on this all-important 
subject should be conveyed to the convention of the American Fed- 
eration of Labor, and suitable resolutions be submitted by the delegate 
to that convention, which has been done. 

Senator Porrer. You stated that we should have a nucleus work 
force of 130,000. Will you state what the present work force is? 

Mr. Rore.t. We quote it is approximately 124,000, distributed 70,- 
000 on the Atlantic coast, 20,000 on the gulf, 20,000 on the Pacific 
coast, 9,000 on the Great Lakes, and 5,000 on the inland waterways. 

Senator Porrer. Looking at the future, if no new orders are forth- 
coming, what will your force drop to? 

Mr. Roretu. I would say, unless in 1955 some contracts are let to 
replace the bottoms that are now under construction, our force will 
drop probably about 60,000. I am not talking about navy yards 
but private yards. 

Senator Porrer. During the war what was the work force? 

Mr. Roreti. On the west coast ? 

Senator Porrer. Yes. 

Mr. Roreti. On the west coast in November 1944 we had actually 
on the payrolls 493,000. 

Senator Porrer. It would be quite a catastrophe for us to let the 
work force go down so low if we had another emergency. 

Mr. Roret. It would be worse than a catastrophe. We have had 
the experience of the first two wars. Tt ioe taken us approximately 
2 years before we could get ready, and in the meantime we are taking 
a hell of a shellacking. 

Mr. Suetiey. Mr. Rotell, between the completion of construction 
for World War II purposes and the inception of the keel laying for 
the five Mariners that are being built at Bethlehem-San Francisco, 
was there any other construction during that period ? 

Mr. Roretzt. No. In the Navy 

Mr. Suetiry. Private yards. 

Mr. Roreit. None whatever during 1947 in the Mariner program. 

Mr. Suetiey. To what extent did your available work force through 
your unions for shipyard work drop then from the high peak of 
400,000 in 1944 ? 

Mr. Roreti. This year—we can quote practically an exact figure 
now—we were successful in negotiating a health and welfare program 
for the shipyard workers, and the records indicate that as of today 
we have approximately, working from San Francisco north, in the 
shipbuilding industry a little over 12,000 people. That is counting 
all the small boatyards that have wooden construction therein. 

South of San Francisco, I think Mr. Sweeney yesterday quoted a 
figure which I don’t remember now, but I would approximate that 
the work force down in southern California would be 5,000. 

Mr. Suetixy. That also includes not only the shipbuilding yards 
but the small boatyards? 

Mr. Roretn. Yes, down as far as San Diego, all the Wilmington- 
San Pedro-Los Angeles area. 

Mr. Suetiey. During World War ITI, because of the great number 
of contracts being let for construction. you had training programs 
also, didn’t you, for teaching men the skills? 

Mr. Roretx. Yes, we did. 
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Mr. Suetiey. With the inception of the Mariner program here, 
have you had any problem in supplying skilled men to Bethlehem 
so they could get started on this work? The point is, have the men 
disappeared from the field? Have they sought other forms of em- 
ployment ¢ 

Mr. Rorety. I will answer it this way, Congressman and gentle- 
men: The reason we had difficulty in supplying personnel to Bethle- 
hem was the dissipation of the skilled craftsmen who were needed in 
the initial construction program of the art, boilermakers, welders, 
shipfitters, and so forth. 

Although the figure during the war was up in the hundreds of 
thousands, and we know we have them out here on the coast by the 
thousands who are willing and able to go to work, they do not take 
short-time jobs. I say “short-time jobs.” You may say that the 
Mariner program is a long program, a couple of years, but it does not 
work that way, because certain crafts come in at the initial step of 
construction and they are laid off as their work is concluded, and then 
the other crafts have to come in to keep the vessel progressing, and 
they are called back in time, but in the meantime they are idle. So 
there is no incentive for them to remain hanging around the San 
Francisco area to wait for Bethlehem to call them back. 

Mr. Sueutiey. If there is work in the immediate vicinity, as their 
work is finished in one craft or skill they could be taken to the other 
yard where they were starting in that ? 

Mr. Rorety. That is true. 

Mr. SHeitiey. That is the only job on the coast at this time? 

Mr. Roreti. Yes; outside of the minesweeping program. 

Mr. Suewiey. That is a different class of men, shipwrights? 

Mr. Rorexxu. It does not affect the steelorkers. 

Mr. Suetitey. Do part of your membership or some of the men 
employed in the navy yard have membership in your organization ? 

Mr. Roreti. Quite a few. 

Mr. SuHetiey. Are you familiar with the pay rates in the navy yard? 

Mr. Rorety. I am. 

Mr. Suettey. Were you here yesterday when Mr. Sweeney 
testified ? 

Mr. Roretu. I was. 

Mr. Suetiey. What is your comment on Mr. Sweeney’s version 
that the navy yards lead the way in setting the pay scale? 

Mr. Roretz. Well, speaking the language of the shipyard workers, 
I think Sweeney is all wet, and I hope he is here to hear it. The 
reason I state that, gentlemen, is this: I have had quite a bit of 
experience in gathing up data for the west-coast shipyards when the 
wage boards are in session in order to review a possible increase for 
navy-yard workers. 

We were confronted with this situation. During the war, as you 
gentlemen know, we had the zone standards and the Government was 
party to the standards. There was one rate which applied to every 
classification. They didn’t have first-class and second-class helpers, 
second-, third-, and fourth-class mechanics. Then they even got first 
and second class, and to add injury to insult they put on learners, 
and then between the learner and the lowest bracket they put a limited 
man on with a different wage rate. 
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Then, on top of that, although Mr. Sweeney quoted the high rate, 
which is the third step, the hiring rate is what they call the first step, 
the San Francisco Bay area is $2.07 a hour. That is considerably 
less than the going rate in the private yards of $2.16. When they get 
into the second step, it is true they get the 16, but they have to work 
a period of time on the job; in other words, they are serving a second 
apprenticeship. 

After a man has become a journeyman he would not only have to 
serve his time as an apprentice boy when he goes into the navy yard, 
despite the fact that he has been working in the industry 10 or 15 
years, he has to go to the navy yard and work for the Government 
almost as a beginner or fourth-year apprenticeship and serve a pe- 
riod of time to qualify again for the journeyman, which we think is 
unfair. 

The Navy has premium rates for third and fourth steps. We have 
premium rates in the private yards. All our people are not working 
for minimum rates contained in the agreement, because the men with 
the know-how get the premium pay, which is far better than some 
of the navy yards. 

Another thing that Mr. Sweeney didn’t bring out is that the same 
rate that applies in the navy yards is not applicable to all navy yards; 
in different areas they have different rates. 

Senator Magnuson. Mr. Sweeney completely ignored the vacation 
and fringe benefits. 

Mr. Rorein.. That is right. I don’t want to go into detail about 
Mr. Sweeney and his activities in the shipbuilding program, because 
it has quite a historical background since 1941, as far as the Pacific- 
coast shipyards are concerned and the disassociation of southern Cali- 
fornia from the Pacific coast. It is no longer on the Pacific coast, ac- 
cording to him. 

Mr. Atten. Mr. Rotell, yesterday I asked Mr. Moore a couple of 
questions with regard to the mobilization situation in the event of 
an emergency, particularly on two points. One was how quickly 
we could build up to a full capacity of shipbuilding on any of several 
starting bases. I think he commented on the start from 1939 to 1943, 
starting at scratch, and the possibility of building up to full capacity 
within a year if there were 30,000 on the Pacific coast. 

He also commented on the relative efficiency of the yards and labor 
at the end of the program. Would you comment on those two 
situations? 

Mr. Rorern. Well, No. 1, if we had a sufficient workload equally 
distributed coastwise, talking from border to border and not one given 
area, and sufficient work was placed in those yards to keep a steady 
crew working, not on a wartime basis or overtime basis but on a nor- 
mal workweek, that in the event of an emergency we feel, and speak- 
ing labor now, that we could mobilize enough force that we could get 
into immediate construction, provided the materials were on hand. 

Now the reason I mentioned that, that if we have a long-range pro- 
gram going on on the west coast there is always a stockpile of mate- 
rials that are available for immediate use, and in event of an emer- 
gency those stockpiles could be put into use immediately in the yards 
that are operating, awaiting supplemental goods to come in. 

Although Mr. Moore quoted that on today’s market he feels that it 
may take a year, I believe labor’s statement would be that we could 
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do it in half the time. Let me give you an incident to bear that out. 
In August of 1951, when the Mariner contract was announced out here 
on the west coast, you could see the influx of ex-shipyard workers who 
had worked out here on the Pacific coast during the war years that 
immediately flocked into San Francisco. I am telling you it was 
really a hard job to keep them away from the streets. In some in- 
stances the police had to come in to keep order. Everybody wanted 
to deposit his card and go to work at Bethlehem. You know what 
happened. There was a long delay on steel. When the program 
finally did come into being and the steel was made available, those 
people that had come out here didn’t see fit to stick around 10 months 
or a year and they beat it back home. 

I will repeat, a long-range program evenly distributed from border 
to border on the west coast would keep sufficient numbers available 
which will be the nucleus of getting any operation in case of any 
emergency on the coast. 

Congressman Shelley mentioned that during the war we had the 
appl enticeship and training programs, which we did. Of course, 
we know in new ship construction it is more on a production-line basis 
where people are trained to be skilled in one operation. ‘That is the 
way we got out the production. We did that in a period of 180 days. 
We gave them sufficient training, in some instances, in 90 days. It 
all depended on the type of work that they were being trained for. 

I am not too fearful of what may happen if we have an evenly 
distributed workload and long-range workload out here in the west- 
coast shipyards. 

Mr. ALLEN. How many men would that envision on the west coast, 
just to give a base, the constant work group that would furnish the 
nucleus ¢ 

Mr. Rore.. I believe, and I am thinking of the metal trades depart- 
ment, that if we had approximately 10,000 or 15,000 more people, 
besides the 20,000 that we have records of that are working from 
San Diego to Vancouver, and evenly distributed, the yards going in 
various areas, that in the event of an emergency we could take care of 
any program, because we would have sufficient people with the know- 
how that could take the lead and get construction going in far less 
time than was done in the early part of World War JI. 

Mr. Atten. And be more efficient as to man-hours of production? 

Mr. Roreuw. Yes. 

Mr. SuHeviey. There has been a great effort to get the Forrestal type 
of carrier for the Pacific. We thought we had it in the area up at 
Bremerton. But the statement is that it was denied to the Pacific 
coast because adequate facilities were not available and that it is to be 
let out on bids to private yards on the east coast. I would like to 
know if you have any comment to make on the statement by the Secre- 
tary of Navy that facilities were not available on the Pacific coast. 

Mr. Rorexu. It is true, possibly, that the facility for the construc- 
tion of that size vessel was not immediately available. Just look 
back a litle bit to 1940 and 1941. 

Senator Magnuson. With one exception. 

Mr. Rore.y. Of course, there was a facility here at the San Fran- 
cisco Naval Yard, but they didn’t want to tie it up. 

Mr. Suetiey. We had the 














1024 MERCHANT MARINE STUDIES 


Mr. Rorett. They still had another one available that they didn’t 
want to tie up. We have to look back to 1941 when the emer gency 
program came on to see what yards we did have here on the Pacific 
coast to construct the type of vessels that were required. They didn’t 
just go in one area. They went coastwise. The result was the pro- 
-_ tion of 42 percent of the total tonnage during the war years. 

I look at it this way, that if the Navy wants to use that as an excuse 
to keep work out of the west coast, then we will never accomplish 
any shipbuilding program on the coast. The Navy, and also the Fed- 
eral Maritime Board, should look forward, years ahead, as to what 
may be needed here on the coast, and in order to have those facilities 
they have to get a start somewhere. 

They have to give birth to a facility large enough that may take 

care of the type of work that may be required, or two facilities, and 

to keep work going on that facility to keep it operating, so that if we 
get into another situation on the third carrier—we forgot about the 
second which we were really supposed to have, but if we go on the 
basis of the 1860 law we were promised the third one. 

Senator Magnuson (reading) : 

The Undersecretary of Navy, Charles 8. Thomas, on March 11, a visitor here, 
says there will be no discrimination against west coast yards in Navy work. 

Mr. Rorrtz. He made that statement to me, Senator. 

Senator Maanuson. And Mr. Eisenhower in a telegram on October 
8 says the same thing with a few more adjectives involved. Here 
is another statement by Navy Secretary Robert B. Anderson on 
June 24——— 

Senator Butter. How about some of the secretaries prior to that? 

Senator Magnuson. I am getting to that. He says the same thing 
on June 24. And Assistant Secretary of the Navy Raymond H. 
Folger on October 21 promises the bay area it will get a “fair share 
of the Navy’s ship work. 

Mr. Rorrin. Yes. 

Senator Macnuson. Just to be fair abont this, Mr. Kimball on 
August 6 turned down the second carrier but promised the third. 

Senator Butter. Right now we are getting into pay dirt. 

Mr. Roretxi. That is a true statement. 

Mr. Suetiey. That statement was made in the presence of Mr. 
Allen, Mr. Rotell, myself, and others. 

Senator Maanuson. Congress has said 6 times that 1 ship here 
and 1 ship there, Navy and private yards, should be adhered to. 
Bremerton could have built the carrier with no trouble at all. The 
bay area could have built the carrier with certainly a small amount 
of improvements. It has been said time and time again that two 
of those yards should be kept out here. 

Senator Porrer. What yards in the east coast could have built 
that one? 

Senator Macnuson. No one but New York and Newport News. So 
when they said in a broad statement that it should go to private yards, 
there was only one place for it to go, Newport News. That was just 
some more of these statements. 

Mr. Suettry. Bethlehem said they could build it at their yard at 
Quincy. 
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Senator Magnuson. They would have to make too many improve- 
ments. The cost might be too high. That is what happened to us 
out here despite all these statements. 

Mr. Rorety. I can look back and remember when that area was 
nothing but a mud flat. Before they had a yard they were awarded 
a contract. They started out with a contract. The same thing could 
happen here on the west coast. 

Senator Maenuson. The trouble with all the bidding in the Navy is 
that someone can come in with a lower bid with no established yard 
and he gets the bid, builds up another yard and established yards are 
sitting by without anything to do. 

Mr. Roretz. That istrue. That happened in the Bellingham area. 

Senator Magnuson. With no yard at all. 

Mr. Roreitnt. And they have millions of dollars’ worth of mine- 
sweepers. 

Senator Magnuson. They have been doing it, I must say, under all 
administrations, and they are continuing to do it. That is the real 
trouble. You can talk until you are blue in the face, and they can 
come out here and go to the Commonwealth Club, which they do 
and which is a nice place to make a speech. It is a good sounding 
board, and it is the same old story. You can make all the speeches 
you want to, but here is what has happened to us. 

Mr. Suetiey. Do you wish to comment on one other situation with 
which I know you are familiar, on the loss of the Weigel to the Pacific 
coast, a vessel which was operating on this coast, operated by MSTS, 
the overhaul of which was lost to this coast because of the calling of 
bids on a national basis? 

Senator Magnuson. I just want to add this for the record. On 
top of this, to make it worse than a catastrophe, this carrier has to 
come around to the Pacific coast and it cannot get through the canal. 

Mr. Rorern. That is correct. In answer to your question, Con- 
gressman Shelley, yes 

Senator Maanuson. Unless John Allen widens it. He has been 
down there looking at it. 

Mr. Roretzi. That will create more work for us. We will go for 
that. Yes; that Weigel was quite a point of discussion. 

Senator Maenuson. Is the MSTS still here? What about this? 
You had better find out about it. You state on January 7, 1953, 
“MSTS pirates $214 million job on the General Weigel on costly, need- 
less, 10,000-mile 30-day trip to New York. Job given to Kane Ship- 

yard. San Francisco yard’s bid $82,000 higher, but trip east costs 
$284,000.” 

Mr. Roreti. That is correct. Congressman, at that time we coined 
the phrase, “How San Francisco was wiggled out of the We/gel.” 
Here is what happened. MSTS very cagily, in order to justify the 
awarding of the contract to the Kane Shipyard, despite the fact that 
San Francisco was only $82,000 higher, put on, shall we say, a payload 
of passengers and troops with the destination to unload at New York 
in order to justify and say, “Well, it is now terminating at New 
York, so it is no longer a west-coast job and the cost is not $284,000 
above the low bid.” 

Mr. Suetiey. That was after the bid was in? 

Mr. Roretu. Yes. 
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Mr. Sueuiey. And after the issue had been raised ? 

Mr. Rorett. In the resolutions I have in my statement we touch 
on that. It was quite a topic of discussion at the convention, the 
peddling of bids by the Navy and Army. They have come into the 
yractice now of calling for bids, not on one job but all jobs, and 
guess they get their heads together and then they throw out all 
bids. After all bids have become public property they then ask for 
submission of new bids. Of course, it is anybody’s dog then. By 
God, I think we got a bum deal on that. 

The old method and the honorable method of getting proposals 
for bids used to work out pretty well, and if it was to go on the low- 
bidder basis everybody was satisfied. But nowadays when we get a 
low bidder, and because it is the west coast, they finagle around to 
get out of the—I won’t use the “wiggle” again, because we have had it. 

To supplement the Weigel deal the bid was put on a national basis 
despite the promise that was made to us that the west-coast boats 
would be put on a competitive basis between west-coast operators. 
They threw that out and put it on a national basis. So the Kane 
Shipys ird got the second one. 

Pacific Iron and Steel was the second bidder. But, lo and behold, 
I guess the Navy learned something. Kane Shipyard couldn’t fulfill 
on the first one and they took away the second one and come out 
pleading, and said, “Gentlemen, would you take it on the basis of the 
Kane bid?” And they said, “No, we will stand by our bid.” 

Pacific Iron & Steel have the Meigs now, and, thank God, we have 
two reconversion jobs up in the Portland area which keep 3,000 people 
working. 

Senator Porrer. Doesn’t the Navy make an effort to determine 
whether the contractor can fulfill his bid? 

Mr. Roreti. I can’t answer that, Senator, truthfully because, as 
I stated previously, the method they are using now to award bids is 
beyond comprehension. 

Mr. Sretiy. Do you support the theory that vessels operating 
Pacific when repaired should have the bid for the repair job re- 
stricted to Pacific coast bidding and vessels operating Atlantic should 
have the bids restricted to Atlantic coast bidders ? 

Mr. Rorei. I very definitely do. 

Mr. Suetiy. Instead of nationwide bidding? 

Mr. Rorety. I do, sir. Our west-coast work should be let out to the 
west coast. They are hollering about free enterprise. Let’s see how 
sincere they are. 

In 1948 when we went to the halls of the Maritime Commission 
and the White House that was one of our main pleadings. We wanted 
work allocated on a percentage basis to all coasts. We weren't just 
talking for the west coast. but all coasts. 

Mr. Suetixy. Was that from a security angle? 

Mr. Roreuu. Yes; in the interest of national defense. I have the 
record here. I can read it. Here is our program in 1948. We 
haven’t changed our position one bit yet because we have fought con- 
tinually since then to get it carried out. 

I would like to read it back to you gentlemen. I know Senator 
Magnuson was there. Congressman Allen was there. You were 
there in 1948, Jack. 
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Mr. Suetiy. Not as a member of the committee. 
Mr. Rorety (reading): 


Our committee, which represents both labor and management in the ship- 
building industry on the entire west coast of the United States, respectfully 
desires to call the attention of the President to the following: (1) That a modern 
and progressive repair and shipbuilding industry is indispensable to our national 
security and that this proposition applies to shipyards and facilities on the west 
coast as well as to those of the Gulf and east coast; (2) that it is in the best 
interest of our country that the shipbuilding industry of the west coast be kept 
alive; the Government and private industry have invested millions of dollars 
in facilities and the training of manpower on the west coast, which together 
constitute a substantial national asset; (3) That this asset must play an im- 
portant port in the domestic economy of our country as well as for purposes of 
national security, and should be given the same consideration as other national 
assets which are today being carefully guarded, in some instances with govern- 
mental assistance, 

And in those days we were quoting the subsidies on the potatoes 
and hogs and, as the Congressman said, the potatoes that we never 
did get. 

(4) That every Congressman and Senator with whom this committee has 
discussed this matter has strongly approved the keeping alive of our west coast 
shipbuilding industry with Government aid if necessary; (5) that the members 
of the United States Maritime Commission at that time have agreed that more 
work should be fed to the west coast shipyards, but that certain cost differentials 
currently existing make an equitable assignment of repair of shipbuilding work 
for the west coast impossible; that the lack of a more equitable assignment 
of work to the ship repair and shipbuilding industry of the United States will 
eventually lead to the dissipation of one of our greatest national assets, that 
is, the ship repair and shipbuilding industry of the west coast. 

We embarked on these three programs: 

(1) Secure an increased west-coast subsidy based upon the need for active 
shipyard facilities and train mechanics in this area from the standpoint of 
national defense. 

That was our principal point. 

No. 2 was concerned with the doing away of the portion of the 
Marshall plan as to the sale of the vessels. Three was to prevail upon 
the Army Transport Service—in those days that was what it was— 
to eliminate the practice of ship crews doing work that should be 
done by repair yards. 

Of course, we haven't got rid of that bugaboo since MSTS came 
into being. It has multiphed immensely. 

Lieutenant General Levy was the commanding officer of the Army 
[ransport Service in those days. He dispatched a General Yount out 
here to the coast, which we met at the Presidio. They eliminated 
ship’s crews. I am not talking about private vessels, but public, where 
they were scabbing on the free-enterprise workers. Let’s put it that 
way. And they are still doing it. 

I will give you an instance there where, just as late as yesterday, 
where an award was made, after a little finagling around by the Navy, 
by throwing out the original bids arid then resubmission, and then 
in the specifications they put in between certain dates the contractor 
must furnish electricity, toilet, and sanitary facilities, a place for 
them to get air and steam, and so forth, and that between those two 
periods the ship’s crews will do the work on the barges. It is right 
in the specifications. Iam talking about MSTS crews. 

Senator Porrrer. Are there any other questions of Mr. Rotell? Mr. 
Rotell, I wish to thank you for a very informative statement. You 
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have presented many problems that have been touched on before, but 
with your enthusiasm I am sure that this committee will consider 
them very actively and do what we can. We appreciate the situation 
that exists. 

Mr. Rorexy. I will forego the reading of the balance of the state- 
ment, the two resolutions. 

Senator Porrer. They will be made a part of the record. 

Mr. Roreiit. You will hear more from the Metal Trades Depart- 
ment when you gentlemen get back in Washington, because in the 
final result it goes to the Congress, the Maritime Board, the Navy, 
and also the President. We are still fighting for work out here on 
the west coast. 

I regret that I was on a different part of the agenda. You had me 
down with labor-management relations, which is right. It has a his- 
torical background. The Washington oflices of the Department of 
Labor has its archives loaded with stacks of historical data from which 
you gentlemen can get the historical background of our labor-manage- 
ment relationship. 

I just want to state that our relationship as far as our negotiations 
in keeping industry going on this west coast on a harmonious basis 
has been excellent. Since 1941 to today, we haven’t had a major strike 
in the industry. We have had wildcats, and so forth, which we have 
taken care of. Our relationship has been good, and we hope it will 
continue to be good. Thank you. It has been a pleasure. 

I wish we had more time because I have a lot of of stuff here, and I 
wish you had a lot more questions on it. 

Senator Porrer. Come down and see us in Washington. 

Mr. Rorex.. Let’s subsidize the trip and we will do it. 

Senator Porrer. The remainder of your statement will be made a 
part of the record. 

(The material referred to is as follows:) 


RESOLUTION No. 45 


Submitted by the executive council, Metal Trades Department. 
SHIPBUILDING AND SHIP REPAIR 


Whereas there have been repeated actions taken by successive conventions of 
the Metal Trades Department concerning the American merchant marine; and 

Whereas it has been the sense of each convention that the American merchant 
marine in all of its phases should be maintained at a level commensurate with 
the stature of the United States among the other nations of the world in number 
of ships operating and in the number of shipyards actively engaged in construe- 
tion and repair, and that these shipyards and ship-repair facilities be distributed 
on the Atlantic, Pacific, and Gulf coasts, the Great Lakes, and inland waterways; 
and 

Whereas on three separate occasions within the last 35 years the United States 
has been confronted with emergencies requiring rapid expansion of our merchant 
marine and because of its inadequacy to meet the needs of our Nation, great 
expense was incurred and it became necessary to train additional shipyard 
workers, with resultant confusion. This caused difficulties in obtaining mate- 
rials and necessitated the rehabilitation of shipyards which had been permitted 
to deteriorate as a result of a nonsustaining shipbuilding and ship-repair pro- 
gram; and 

Whereas in view of past experiences and the steady decline of shipbuilding 
and ship repair in the shipyards of the United States, and the ascendency of 
foreign nations to positions outranking the United States both in the operation of 
a merchant marine and in the construction and repair of vessels, grave concern 
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is felt about the future of the American merchant marine and its shipbuilding and 
ship-repair facilities, and also the dissipation of the trained shipbuilding and 
repair manpower forces; and 

Whereas this concern is further augmented by recent proposals of the Foreign 
Operations Administration, operating through the Army engineers, soliciting 
bids for the construction of vessels from foreign countries where the standard of 
living is far below that of the United States. This solicitation puts these coun- 
ries in competition with American shipbuilding firms; and 

Whereas where bids from shipyards operating under foreign flags are below 
those of the United States bidders there is a growing tendency to reject all bids 
of American shipbuilders and ask for new ones. This practice lends itself to 
bid peddling which is repugnant to every legitimate contractor who may submit 
bids in good faith: Therefore be it 

Resolved, That the 44th annual convention of the metal trades department of 
the American Federation of Labor, convened in St. Louis, Mo., again reaffirm its 
position on the need of a sustained, adequate merchant marine, and that a ship 
building force be maintained sufficient to act as a nucleus to meet any emergency 
with which our Nation may be faced, and that the shipbuilding and ship-repair 
yards be kept in a state of activity; and be it further 

Resolved, That all ships built, and all new ship construction and repair work 
performed for the United States Government and its agencies be carried out in 
United States shipyards and by United States workmen; and be it further 

Resolved, That when legitimate bids have been submitted by United States ship- 
builders, these bids be honored and that the possibility of bid peddling be elimi- 
nated; and be it further 

Resolved, That the executive council of the metal trades department make 
known by personal visit to the President of the United States, the necessity for 
maintaining a permanent merchant marine, sufficient to meet our needs for carry- 
ing our commerce and for use in connection with national defense if needed; also 
to advise him of the position of the metal trades department in relation to obtain- 
ing bids from foreign shipyards; and be it further 

Resolved, That the president of the American Federation of Labor be requested 
to join with the officers of the metal trades department in registering this request 
with the President of the United States; and be it further 

Resolwed, That the delegate to the convention of the American Federation of 
Labor be instructed to introduce this resolution to that convention. 





RESOLUTION No. 39 
Submitted by executive council, metal trades department, A. F. of L. 
THE AMERICAN MERCHANT MARINE 


Whereas the American merchant marine comprises an important peacetime 
industry, employing 80,000 men in seagoing capacities, plus thousands more in 
shoreside capacities ; and 

Whereas both of these industries furnish employment directly and indirectly 
to hundreds of thousands of workers all over the United States; and 

Whereas both of these industries are as vital as the Army, Navy, and Air 
Force to national defense and indispensable to the maintenance of American 
freedom in a world half enslaved and half free: Now therefore be it 

Resolved by the 44th annual convention of the metal trades department of the 
{merican Federation of Labor: 

(a) That the United States Government assist the privately owned shipping 
industry by construction assistance and other means to build new passenger and 
cargo vessels, and keep the merchant fleet up to date by replacing war-built 
tonnage with new ships; 

(bd) That a fleet of cargo ships capable of carrying at least half of the Nation’s 
foreign trade and sufficient to provide an adequate auxiliary to the Armed Forces 
in time of war be kept on the seas as an essential part of national shipping 
policy ; 

(c) That the policy be continued of American ships carrying at least 50 percent 
of all foreign-aid cargoes as a means of affording employment to our merchant 
Ships when “gift’’ cargoes replace normal freight; 

(ad) That the Government begin planning and constructing as soon as possible 
of a nuclear-powered prototype merchant ship and that it consult with the mari- 
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time industry on this project so as to keep American shipbuilders, marine- 
machinery manufacturers, and ship operators abreast of technical developments 
in this field and competitive with foreign maritime nations who are now plan- 
ning for nuclear-powered merchant ships; 

(ec) That any national shipping policy formulated as a result of maritime 
hearings now being held by a committee of the United States Senate be based 
upon provisions of the 1986 Merchant Marine Act, which is the cornerstone for 
a progressive ship-building and ship-operating program under the American flag; 

(f) That first reliance by the United States Government for the transport of 
persons or material be placed on ships of the privately owned and operated 
American merchant marine insofar as these ships are available at fair and rea 
sonable rates for American ships; 

(7) That all supplies purchased overseas by and for the military be trans- 
ported on privately owned and operated United States flag ships; and be it 
further 

Resolved, That this convention protest to the President of the United States, 
to the several departments and bureaus of the Federal Government, and to all 
members of both Houses of Congress, over the practice of appropriating tax- 
payers’ dollars to build ships and other seagoing equipment in the shipyards of 
foreign countries which are to be given away under the mutual security program 
or any other program; it is our confirmed opinion that the dissipating of the 
taxpayers’ dollars in this manner is an offense to the private shipbuilding indus- 
try of the United States and to the workers employed therein; there cannot be 
a healthy privately owned shipbuilding industry in this country nor can the 
skills of the experienced workers be preserved by this unfair subsidizing com- 
petition; and be it further 

Resolved, That the delegate of this department to the convention of the Ameri- 
can Federation of Labor be instructed to introduce a resolution requesting the 
A. F. of L. to reaffirm its support of the American merchant marine and to 
endorse this program aimed at guaranteeing a maritime industry which will be 
a healthy, productive part of our national economy in peacetime and which will 
serve the demands of national security in time of war. 


FROM OFFICIAL PAPER OF Bay Citres Meta Trapes CouncriL, THe LAsor REVIEW 


January 2, 1952: Strong appeal to Truman restores tiny steel quota for Mariner. 
January 2, 1952: Navy may reopen idle $29 million Richmond shipyard. 
February 6, 1952: Government to acquire two Matson liners. 

February 13, 1952: Navy towing cruisers Boston and Canberra to New York 
Shipbuilding Crop. from Puget Sound, for $35 million conversion job. 

February 20, 1952: Bremerton asks that 1 of the 10 new supercarriers, just an- 
nounced, be built there. 

February 20, 1952: 24,000-ton tanker launched at Yokohama for Panama firm. 

ebruary 27, 1952: National Federation of American Shipping reports 14 coun- 
tries that had no shipping before war now have 2,071,000 deadweight tons, 
Columbia, Liberia. 

March 5, 1952: Coast protests moving of carrier Ticonderoga from Puget Sound 
for expensive conversion in Brooklyn Navy Yard. 

March 12, 1952: Labor protests loss of $150 million in Navy work to East. 
Carrier Intrepid sails out Golden Gate for $30 million conversion in East. Daily 
press protest. Hornet and Shangri-La taken East recently, it is now revealed. 
State senate resolution condemns diverting of work to East. 

May 19, 1952: Navy told to spread its $1,144,300,000 shipbuilding program not 
plums to the Kast, crumbs to the West. 

March 26, 1952: West demands second carrier be built on coast. 

April 9, 1952: House Armed Service Committee appropriation bill directs Navy 
to spread ship work to all coasts. 

April 16, 1952: Associated Boat Industries of California protest Navy plans 
to build boats in Europe yards. 

May 14, 1952: Coast labor asks passage of long-range ship bill, S. 241. 

May 21, 1952: Labor-management at Long Beach protest MSTS work on ships. 
Adopt strong resolution for more shipwork, quote House Armed Services Com- 
mittee order to Navy on April 2 with appropriation bill: “The Committee on 
Armed Services emphasized most strongly during the hearings, and now repeats 
in this report, its considered belief that the dispersal of ship-construction facili- 
ties in the various coastal areas in the United States, including the Great Lakes 
and the inland waterways, is an essential element of our national security and 











MERCHANT MARINE STUDIES 1031 


that any construction contracts awarded pursuant to the authorization contained 

n this bill should be distributed throughout these to encourage the dispersal of 
vital shipbuilding facilities and to prevent undue and dangerous concentration 
in any particular area or areas of the United States.” 

May 28, 1952: Examiner editorial: 1,100-foot drydock at San Francisco Navy 
Yard is bigger than that at Newport News. “We can build ships * * *.” 

June 18, 1952: Union oil brings new $544 million tanker for coast use, built 
n eastern shipyard. 

July 2, 1952: Shipyards busy in Spain on 100,000 tons. 

July 16, 1952: Government settles with Matson on two idle liners (still idle). 

July 23, 1952: Navy, stung by criticism on work steals, demand for second 
supercarrier, gives $62 million Bon Homme Richard job to San Francisco ; second 
earrier given to Brooklyn Navy Yard 

July 30, 1952: Kaiser bid on Mariners actually lower than those in east. 

July 30, 1952: Trieste firm wants 10 Liberties; Jap shippers want 50. Most 
of 446 ships in reserve have been sold under Ship Sales Act of 1946, 

August 6, 1952: Kimball turns down coast on second carrier, promises third 

August 13, 1952: BuShips’ Edward H. Koch reveals forced diversion of ship- 
work, $6 million a month, under “defense manpower policy No. 4,” which situa 
tion is creating “an artificial and dangerous concentration of shipbuilding in the 
New York are: “Not enough skilled men to start second supercarrier.” 

September 3, 1952: Coast wins reversal of “Policy No. 4.” 

October 15, 1952: Saltonstall tells Propeller Club other nations ahead of United 
States in both ships and planes. “Feast or famine” policy must stop. 

October 3, 1952: Eisenhower telegram to Propeller Club of United States; 
meeting in Los Angeles: “I consider the merchant marine to be our fourth arm 
of defense and vital to the stability and expansion of our foreign trade. 

“The thousands of skilled workers in our shipyards and allied industries who 
have spent their working lives in the building of ships and the machinery for 
those ships, together with the thousands of merchant seamen who have devoted 
their lives to the sea, need assurance that never again will the United States 
neglect its merchant fleet. We were caught flatfooted in both World Wars 
because we relied too much upon foreign owned and operated shipping to carry 
our cargoes abroad and to bring critically needed supplies to this country. 
America’s industrial prosperity and military security both demand that we 
maintain a privately operated merchant marine adequate in size and of modern 
design to insure that our lines of supply for either peace or war will be safe.” 

November 20, 1952: First keel of Mariner laid at San Francisco Bethlehem, 
after 2-year delay. 

December 3, 195 “Hunters Point can and must build third supercarrier.” 
Editorial in San Francisco Chronicle. 

December 16, 1952: Keel of second supercarrier laid at Brooklyn Navy Yard. 

January 7, 1953: MSTS pirates $2144 million job on USNS General Weigel on 
costly, needless, 10,000-mile 30-day trip to New York. Job given to Kane Ship- 

ard. San Francisco yard’s bid $82,000 higher, but trip east costs $284,000. 

January 7, 1953: “Navy needs 12 big carriers as mobile bases.” San Fran- 
cisco Chronicle. 

February 18, 19538: Tanker Victor H. Kelly, burned to scrap condition at Union 
Oil docks here, will be towed to Japan and rebuilt by National Bulk Carriers, 
Ine., of New York, which operates ships under United States, Panama, Honduras, 
and Liberian flags. 

May 11, 1953: Under Secretary of Navy Charles 8S. Thomas, visitor here, says 
there will be no discrimination against west yards in Navy work. 

March 25, 1953. Greek and Panamanian operators, who got large share of 1,113 
war-built ships sold under 1946 Sales Act, denounced for trade with Russia and 
satellites. 

April 8, 1953: East coast yards have 171,000 jobs, half private, half Navy. 
West has 60,000, one-fourth in private yards. 

April 15, 1953: Representative John J. Allen in strong plea to President Eisen- 
hower for a stronger, more dispersed shipbuilding industry. 

April 27, 1953: California Senate resolution asks President to give west coast 
fair share of ship repair and construction work. 

April 29, 1953: Three million dollar conversion of transport Gordon will stay 
on coast, 

May 6, 1953: Spending $216 million for overseas ship procurement, plus tanker 
construction, nonsubsidized construction repair work, and maritime subsidized 
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work, would have provided 1 full year’s work for 150,000 United States ship- 
yard workers. 

May 20, 1953: High seas are America’s frontier. Labor protests budget cuts 
for Navy and maritime. 

June 24, 1953: Navy Secretary Robert B. Anderson tells Commonwealth Club: 
“Our far-flung naval operations in the whole vast Pacific hinge on the logistic 
facilities in the bay area * * *” Nowhere can Navy’s dependency on civilian 
economy be better illustrated than in San Francisco. 

June 24, 1953: Refusal of United States Senate to approve subsidy to Ameri- 
can-Hawaiian Lines for rebuilding 3 more ships means the work will go to a 
Japanese shipyard and lose from 2 to 3 years’ work for a thousand United States 
shipyard workers. Maryland Drydock Co. was low, but Jap bid, based on slave 
labor, was half. United States subsidizes farmer, more for peanuts than for 
ships. 

July 15,1953: Present tanker tonnage of Japan now at 600,000, about 2% times 
the prewar total. 

July 20, 1958: Pressure starts for building third carrier in east. West coast 
asks that it be built at Bremerton. 

August 12, 1953: AP reports August 4 that Japanese shipyard is starting nego- 
tiations with Soviet trade mission at Tokyo for building a 10,000-ton freighter 
for Russia. 

August 19, 1953: Metal trades protest proposed conversion work on several 
C—4’s in Japan, made possible by quick tax writeoffs (in other words a subsidy) 
on 40 percent of overall costs through Defense Production Administration. Also 
protest Army barge job to a Holland yard at $800,000 instead of to a coast yard 
at $1 million. 

August 26, 1958: Burning of $35 million GM hydramatic plant at Lavonia, 
Mich., knocks out these parts for many makes of cars for 6 months. This is a 
lesson in national defense that applies to glutting crowded shipyards in tiny 
strip of east coast and starving other coasts. 

August 27, 1953: First Mariner launched at San Francisco Bethlehem, first 
ocean vessel built in a private yard on coast in 7 years. 

September 28, 19583: Third carrier goes to the East as Navy says West does 
not have ability for this work. This giveaway to favored eastern yards, boldly 
ignoring every basic defense concept, crowding 3 giant carriers in 1 small target 
area, is trensonable and is done deliberately to prevent adequate graving docks 
from being built in the West. 

September 30, 1953: AFL adopts strong resolution condemning inadequate 
merchant marine and peddling of ship bids to favorite overseas yards. 

October 14, 1953: Standard Oil sails newest tanker through Golden Gate for 
Pacific operation, built in an eastern shipyard. 

October 21, 1958: Assistant Navy Secretary Raymond H. Folger promises bay 
area it will get fair share of Navy’s ship work. More promises. 

Senator Porrer. Mr. Hewett, we are pleased to have you here. We 
are sorry that we have had to shuffle our schedule around a little bit 
this morning. We have quite a few witnesses to hear today. Weare 
looking forward to hearing your statement. 


STATEMENT OF RALPH HEWETT, MANAGER, HAVISIDE CO. 


Mr. Hewert. Thank you, Senator, I will try not to delay lunch. I 
am or ats tt, manager of Haviside Co., a local concern estab- 
lished in 1879, and engaged in the heavy lift derrick barge and ship 
chi site ry Mei ss. I will also speak, during my appearance before 
this committee, on behalf of the many vendors of supplies, materials, 
und services to the shipping industry in the San Francisco Bay area. 

We have asked to appear before this committee to inform it that we 
who earn our living from the shipping industry are having our 
troubles, too. Up to this time, no one seems to have given our prob- 
lems much attention, and we are hopeful that your committee, with a 
new approach to our problems, can aid both the shipping industry 
and ourselves, simultaneously. 
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In reading the records of your prior hearings, we see that you have 
been informed fully by the shipping industry of their complaints in 
respect to competition they have experienced from MSTS, but we 
have found nothing in the records to show the adverse etfects of MSTS 
activities on our businesses. 

We all want a strong American merchant marine, but we understand 
that this will be the result only of a long-range program, which we 
hope will ultimately be effected. 

What we are after right now is prompt relief. We know this can 
be had at once by curtailment of MSTS activities in the carriage of 
cargo and passengers and an immediate return of these activities to 

rrivate American shipping companies. Specifically, we advocate that 

MSTS activity be limited to the movement of troops and materiel 
only, and that they cease all of their operations in handling cargo 
and passengers. 

We have good reasons for advocating this change. First, as far as 
business placed in this port is concerned, MSTS might just as well 
not exist, or be operating under a foreign flag. Our groups all agree 
that whatever business we have received from them, if any, has been 
only when their warehouse stocks were momentarily depleted. 

If private shipping companies were to handle the cargo and pas- 
sengers MSTS now transports, both they and we would receive all of 
the regular benefits experienced under private enterprise. 

It is our understanding, based on United States Department of 
Commerce statistics, that at the close of 1952, there were just slightly 
over 1,000 dry-cargo oceangoing vessels of American registry, owned 
and operated by private shipping companies. At the very same time, 
MSTS controlled 564 vessels. The degree of competition both the 
private ship operators and ourselves are facing from Government 
operations seems quite clear. 

It is galling to us to see the number of MSTS vessels operating 
through this port which are utterly unproductive of any benefits to 
us, when we know that merely transferring their cargoes to private 
operators would give us a new lease on life. 

Speaking from, persons i] knowledge of the affairs of Haviside Co., 
I can say that the heavy-lift derrick barge division of our company 
has received no work from the Army, Navy, or MSTS in this area for 
the past 114 years. 

We would like to point out that prior to, and during practically the 
whole of World War IT, we and the only other operator of heavy-lift 
derrick barges in this area, the Smith-Rice Co., handled all of the re- 
quirements ‘of both services in the loading and unlo: iding of heavy lift 

cargo. You can readily imagine the tremendous burden of tonnage 
handled by us during World War IT; yet the record shows clearly the 
ability of the commercial operators to handle that wartime volume. 

Toward the close of World War II, the Government constructed 
heavy-lift derrick barges and assigned many of them to this area 
What we are faced with now is the fact that the Government has gone 
into direct competition with us. Having heavy-built derrick barges 
and hired crew, they now perform a duplicate operation to that which 
we are engaged in, and which we are desirous of again performing for 
them. 

We know of no legitimate reason why the Government should main- 
tain and operate its large fleet of derrick barges in the port of San 
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Francisco. The one thing of which we are certain is that there is no 
justification of the grounds of our inability to handle any task assigned 
to us in the past. Nevertheless, as soon as the Government had their 
derrick barges in operation, our participation in their business dwin- 
dled away to nothing. 

There is certainly no incentive given private industry, through ac- 
tions such as these, to maintain and enlarge their existing facilities but, 
on the contrary, it puts private industry in the position of having to 
fight even to exist against this unwarranted type of competition. 

In our case, if the Government were put out of the SRP ng | busi- 
ness, and all Government agencies, including the Army and the Navy, 
restricted from performing commercial loading and unloading opera- 
tions, we would again receive this business, to which we feel rght- 
fully entitled, and most assuredly need. 

It is our contention that even regardless of the flagrant violation of 
the American principle that our Government should not compete with 
private industry, that no economic arguments could be proven to 
justify the continuation of MSTS and other governmental agencies’ 
activities on their present basis. 

At every turn, they are duplicating and competing with existing 
commercial facilities, and surely in no sense can their operations pos- 
sibly be justified as less costly than those readily available to them 
commercially on the open market. Their activities certainly bring no 
revenue to the Government, and by pursuing this socialistic trend, 
they are slowly but surely undermining the structure of all private 
business in this area which has served and been independent upon the 
shipping industry for many years. 

In an attempt to show the committee, businesswise, what an in- 
creased, strong, active privately operated merchant marine would 
mean to us, we have secured the following information. 

We have determined the actual amount of money spent during the 
period of 1 calendar year by an average ship operator for all the re 
quirements of materials, supplies, and services for 1 Victory-type 
vessel, 

The only items of major expense which are not included in this 
amount are direct wages paid for labor, stevedoring expense, and 
shipyard repair, and maintenance charges. , 

Using this as our basis, we find that a sum of $256,385 has been 
spent by the vessel operator during a year period on this 1 vessel. 

This is an amount in which all of us may reasonably be expected to 
share, and which, in turn, would be disbursed by us directly down the 
whole supply pipeline of each commodity, material, or service affected. 
We should not forget, either, that at each stage of the supply line 
all of our various tax collection and revenue agencies receive their 
share. 

Mr. Auten. Could you tell what commodities, materials, and serv- 
ices there are that you buy ? 

Mr. Hewerrt. Yes, you could enumerate them at great length. Ves- 
sels’ requirements are in a sense those of a small city. They require 
everything from laundry service to medicines, wire, cordage, food- 
stuffs, radio supplies and services, lubricating and fuel oils, the var- 
ious connected services supplied in every respect to a small city. Ina 
small way, you have everything there. 
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Mr. Auten. Do you get all those foods and oils and produce in San 
Francisco ? 

Mr. Hewett. No; that is why we said, “Down the whole pipeline.” 
I can say to Senator Magnuson that in our case we happened to buy 
our ladders from the V iken Marine Supply Co. in Seattle. We also 
buy some from Young’s Iron Works in Seattle. We buy steel castings 
in Senator Potter’s territory. One of the finest propeller companies 
is located in his State. 

Senator Porrer. I though you were going to say Cadillacs. 

Mr. Hewerr. And so on, down the line. 

Mr. Setter. Do you buy anything in Sandusky, Ohio? 

Mr. Hewert. We do, indeed. We buy machine tools there. By the 
same token, you could bring in the Southern States. At one time, 
before MSTS came into the picture greatly, we were very large con- 
sumers of cotton ducks and products of the Southern States. In the 
North Atlantic States all of the small businesses in that area, the forge 
shops, the precision machine shops were all benefited by our various 
operations in the merchant marine. 

By the same token, in the food businesses, you bring in your cattle 
growers from the various part of the country, from the Midwest your 
pork products, from all various parts of the country canned goods 
and grains. I think it reflects itself completely down the whole line 
of supply, which affects every part of the country; whether they know 
it or not somebody there is selling something that ends up in the mer- 

chant marine, including possibly the tractor manufacturers in Mich- 
igan to sell their tractors to plow the land. I think it goes all the way 
down the line. 

Mr. Auten. Do you sell an equal amount to the Japanese and other 
foreign ships? 

Mr. Hewetr. We definitely do not. I have gone on further in the 
statement to point those things out. I will anticipate a question. 

MSTS is undoubtedly feeding its men and sup plying its ships, but on 
a selfish basis, we live in California, and in San Francisco, and we say 
that we should have our share here. We don’t think we will ever get it 
from MSTS. We want it to go to the private operator. We know 
we will get it there. We think the thing will pursue its normal correct 
operation that it had for many years in the past. 

Mr. Suettey. They draw supplies and necessary materials, food, 
bedding, drugs, supplies, and so forth, from the Navy supply base? 

Mr. Hewerr. That is correct. And failing that, they will call upon 
the Army to supply, and failing that, they will call upon the Maritime 
Commission, and by gosh, if they can’t get it here they will go back 
to Utah, and if they can’t get it there they will go back to Pennsyl- 
vania, and if they can’t get it there they will go further back to the 
point of instituting an inquiry in Washington, and the ship has sailed 
3 months before. We have seen it time and time again. We could 
cite you rhyme and verse from the book. 

Mr. Suetiey. Of course, I think the committee will support that 
type of purchase by the armed services. The exchange and catalog- 
ing is something we have been trying to force the armed services to 
do for the regular operation of the armed services. I think the point 
here is that in the operation of MSTS the Navy has in a very expanded 
way invaded a field of private industry, and that industry, which is 
essential to the security of the country and gives employment to a 
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great many people and has been a field of investment, is being very 
badly hurt, that the elimination of that operation would solve the 
proble m that you are spe aking of. 

Mr. Hewerr. Yes. 

Senator Porrer. I think another great point, as Mr. Hewett has 
mentioned, is that it is just not the competition from MSTS affecting 
the operators and labor in the maritime field, but it goes back to the 
suppliers, and it goes back much further than the ones that are di- 
rectly affected. 

Mr. Hewerr. Basically, we only speak for the ultimate source of 
the raw material or product. We are actually, as far as ship chandlers 
or supply of merchandise is concerned, resellers. We may buy that 
in Maine or in New York or in Pennsylvania or in Arkansas, as 
the case may be. Those are all basic products that we are reselling. 
Obviously, it has to reflect itself somewhere down the line. 

When the great diversity of requirements for a vessel is considered, 
it may be readily understood why so many diffierent groups partici- 
pate in the economic benefits which are the results of a large and 
successful American merchant marine. 

Merely to cite just a few figures indicative of what this business 
means to all of us, one Victory- type vessel, in the course of a year, 
will consume $20,250 in meats; $2,800 in poultry; $9,600 in groceries 
and canned goods; $ $4,500 in butter and eggs, and $5,200 in fruit and 

vegetables. We are speaking now of only a V ictory-type cargo vessel, 
with a small crew of under 50 men. If we were to consider the pas- 
senger trade, these figures would be multiplied many times over. 

This same vessel would utilize approximately 15,000 pounds of 
cordage; approximately 12,000 feet of wire rope; 2,200 gallons of 
paints; 75,000 barrels of fuel oil; 750 gallons of lubricating oil and 
14,067 square feet of cotton duck, just to name only a very few of the 
innumerable items of equipment and supply required. 

As a matter of further interest, even though others at this hear- 
ing are more directly concerned, this same vessel spent, for the period 
of which we speak, $373,025 in crew wages; $242,445 in stevedoring 
and other cargo expenses, and $60,150 in shipyard repair and main- 
tenance costs. 

The grand total involved is $932,006, or just under $1 million per 
year. This is no insignificant amount, and it is a matter of vital 
importance to all of us here, our own community, and, in the final 
analysis, to the whole country. 

One point we feel we should stress to the committee is that, as far 
as our interests are concerned, we consider only American-flag vessels 
of importance. Foreign-flag vessels utilize only such supplies and 
services in United States ports as they are forced to, and as far as 
benefiting us, the business which they account for is practically nil. 

While we realize foreign-flag vessels will always compete for United 
States cargoes, we likewise know that every one of these vessels load- 
ing or discharging in a United States port means just that much less 
cargo for one of our own vessels and, by the same token, a lesser 
amount of business for all of us. 

While it is true we are vitally interested in the promotion and 
existence of an adequate, healthy merchant marine for our own eco- 
nomic reasons, none of us has lost sight for a minute of the great 
importance of ony marchant marine as an instrument of national 





MERCHANT MARINE STUDIES 1037 


defense and policy. We should have learned by bitter experience 
in World Wars I and II, when it was necessary to build up a merchant 
marine immediately, the value of our merchant marine as a going 
business, and ready for service in any emergency. Unfortunately, 
it would seem that this lesson has not been taken to heart, for if if 
had been, it is not likely we would be here today. 

I have attempted briefly to give this committee a picture of the 
situation in which we find ourselves. Without being unduly pessi 
mistic, we know that unless a remedy is soon found, many of us will 
have to face the problem of actual survival. 

Obviously the ramifications of this unhealthy condition cannot help 
but be felt in some measure by almost every part of our community. 

We have read and listened to statements by members of this com- 
mittee, and we feel that they are sympathetic and have a real under- 
standing of the problems of the industry. We have high hopes that 
as a result of their hearings and deliberations a final program will 
be worked out which will rehabilitate the American merchant marine, 

and keep it a live, thriving force in our nation’s economy. 

Senator Porrer. Thank you for your statement. 

Mr. Suey. Mr. Hewett, I don’t want to drag this out, but are 
you familiar with the situation that was taken up with me by Mr. 
Haviside, Mr. Rice and some others a few months ago, where the 
Navy, out of its layup here in Napa Slough, rented a barge to a 
private contractor ? 

Mr. Hewerr. Yes, I am. 

Mr. SHetty. The possibility of those in the barging business to rent 
a barge ? 

Mr. Hewerr. Yes, the Navy has defended that action on the grounds 
that there were no commercial pieces of equipment available. How- 
ever, Mr. Crowley, I think, has answered that very adequately by 
naming the pieces that were available. That is just another instance 
of direct government competition. 

If I were in a truck rental business and you had a friend in the 
Navy where you could probably rent a truck from him, where would 
I make my living in renting trucks ? 

Mr. Suetiey. I note you mentioned cordage and paint. We 
should make some mention at this point that the Navy runs its own 
cordage factory in New England, paint factories, and makes it own 
coffee. 

Mr. Hewrrr. They do more than that. They are large manufac- 
turers of steel castings, of anchor chain. Somehow or other the 
products of the Federal prisons and the cotton duck sneaks in there, 
although likewise it is definitely prohibited. It is still there. I think 
you could name innumerable businesses in which they are engaged in 
direct competition with all of us who not only sell the material but 
make our living from it. 

Senator Magnuson. I think one point there is very telling; that 
that same Victory ship you are talking about, if it is operating and 
continues to operate, in taxes alone pays off its subsidy every year, 
if it is a subsidized ship. 

Mr. Hewerr. Yes, sir. 

Senator Magnuson. If it is not, it will pay off the actual cost of the 
whole ship in approximately a 9-year period in taxes alone. 
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Mr. Hewerr. I believe I have read that in a number of various 
statements. It could be a healthy condition. 

Senator Magnuson. I think what comes into the Treasury is impor- 
tant. That is what we are trying to educate people about who holler 
concerning these subsidies. I think we get it back, and more. 

Mr. Hewertr. Yes; because you promote business throughout the 
whole country. 

Senator Porrer. Thank you very much. 

Our next witness is Capt. C. F. May. We will be glad to hear 
your statement, Captain May. 


STATEMENT OF CAPT. C. F. MAY, PRESIDENT, NATIONAL ORGANI- 
ZATION OF MASTERS, MATES, AND PILOTS OF AMERICA, AMERI- 
CAN FEDERATION OF LABOR, LOCAL 90 


Captain May. Mr. Chairman and members of the committee, origi- 
nally we intended only to submit our brief for the record and leave 
it at that and not make any further statement. However, since lis- 
tening to some of the statements here from various representatives 
we have felt that some remarks should be made, in particular on labor 
relations, as far as our organization is concerned, and also on train- 
ing, and so forth. 

My name is Capt. C. F. May. I am president of the National 
Organization of Masters, Mates, and Pilots of America, A. F. of L., 
Local 90, representing the licensed masters, and other deck officers of 
the United States merchant marine. 

While we appreciate the opportunity here presented to us to help 
you in your deliberations, we are mindful that many past investiga- 
tions of a similar nature have produced little or no action. We 
sincerely hope that such will not be the fate of yours. 

I will pass over many of the items already presented by the opera- 
tors, and so forth. We would like to touch on the MSTS. I will not 
go any further in reading my statement. 

We have now not only competition here out of this port by the 
MSTS on various vessels, commerce-type vessels, and so forth, but 
we have out in the Far East approximately 100 or more of all types 
of vessels operated by the Army and Navy, American flag, and not an 
American citizen on them, including captains and mates. 

We feel that is one item where we could be helped in our unemploy- 
ment situation today. On LCT’s, LCS’s, and also smaller tankers, 
the masters, mates, the engineers, and the crew are all Japanese car- 
rying American cargo and American war materials. 

Our American seamen here are screened. We are in favor of such 
screening if it is done in a fair manner, but there is not one man 
screened out in Japan, but they are going into the same ports, the 
Philippines, Korea, and so forth, and carrying our cargo. 

Mr. Suetiey. These are American-flag vessels operated by the Fed- 
eral Government in Japanese waters? 

Captain May. Japanese waters. 

Mr. Suetiey. Japan to Korea? 

Captain May. Yes. 

Mr. Suetiey. And manned exclusively by Japanese citizens? 

Captain May. Yes. 
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Then we have the problem of two Knot (CI—MAV1) vessels and 
three landing vessels out of Guam with the Depart ment of the Interior. 
Those vessels, the Knot vessels, have a master and chief mate e, a chief 
engineer, and a first assistant, the rest being Filipinos or Japanese. 

This morning I spoke to one of our members, a Filipino, an Ameri- 
can citizen, who has an American license, and he wanted to get on one 
of those vessels, but he could not make a job, although the noncitizens 
xan be employed on them. So we would like to have some of this 
competition from the MSTS immediately corrected. That is one 
thing that this committee and our Government can do right now. 

We don’t have to touch on the Canal Zone. 

Mr. Auten. On the Panama Canal Zone, would you give your 
opinion as to whether or not the canal could be nz wigated, particu- 
F ” ly during the cut, during foggy conditions? 

Captain May. Definitely not. 

Mr. Auten. Do you think it should be closed down during foggy 
conditions ? 

Captain May. In the narrows, yes, definitely. We have at the 
present time very efficient canal pilots. But there is also a move on in 
the Panama Canal, a set of recommendations made by some of the 
officials in the Canal, to do away with the pilots. That would be just 
impossible, as they have the local knowledge, and so forth, and would 
be one of the most unsafe navigation things for all vessels in the 
Canal. 

Mr. Auten. Have you talked enough to your masters to know that 
is general among them ? 

Captain May. I have spoken to many of them. Naturally, they 
don’t like to do the piloting. Not all of them have been notified. It 
has just come up in the last year or so. 

Senator Macnuson. I notice that you make the same recommenda- 
tion that others have made. Although I have every time introduced 
a 50-50 amendment to all these bills, it is a piecemeal thing, and prob- 
ably permanent legislation would be better. 

Captain May. Yes, Senator. We appreciate your doing it. 

Senator Maanuson. I think it is a good suggestion. 

Captain May. On the 50-50 provision, at the same time the Senate 
set up a watchdog committee, but we have found out that somebody 
must have fed that dog a piece of poisoned meat. We do not get a 
fair deal, as your bill was originally intended. 

Senator Magnuson. I know what you are talking about, and I know 
the rest of the committee does, on this question of naval reserves. I 
think it is something we should look at. 

Captain May. Definitely. It is just most unfair and is one of the 
most discriminatory laws on the statute books. 

Senator Macnuson. And it has caused a lot of confusion. 

Captain May. Definitely. We also have this training. In the last 
several days you have heard enough about closing down the training 
facilities, particular ly here in Alameda. We do not subscribe to this 
continuous overproduction of training new licensed officers. It is all 
right in wartime, but we have sufficient at the present time. The 1936 
Marine Act also states only those should be trained that can be absorbed 
by the industry. 

We have more than half of our members unemployed, and 75 percent 
of them have master’s licenses. So we do not need the new training 
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like Kings Point, new trainees for original license, for some years 
to come if there is no emergency. 

We appreciate and think we should keep open the refresher course 
on upgrading as we have here in Alameda. Instead of closing up 
Alameda, you could easily close up Sheepshead Bay and use the facil- 
ities at Kings Point and have the refresher here. 

As to new licenses, we have sufficient seamen coming out the hard 
way, who have to make a living, who get their license and have to pass 
the same examination. Sometimes they have it a little tougher be- 

‘ause they have no school to be coached by. They have to do it on 
thei ir own hook. We can supplement those in the industry out of 
trainees from actual seafaring men. That is about all I have. 

Senator Porrer. Thank you, Captain May. Your statement will be 
made a part of the record. 

~ nator Magnuson. It is a very good statement. 

Captain May. There is one item I wish to bring up. I believe it is 
very important to the committee. Instead of putting more millions 
and more millions of dollars into Kings Point and training new per- 
sonnel, you should look into one of the most important issues we have, 
the marine hospitals. If the marine hospitals were done away with, 
it would surely have a very bad effect. It would cost the employers 
and the men considerable money to have the hospitals reestablished as 
a private operation, It is the duty of the Government to take care of 
these men whom they send out to foreign countries, who are liable to 
bring contagious diseases back. They should take care of them. 

Senator Magnuson. The appropriation was cut this year. We are 
ve the same problem up north. 

Captain May. You have already closed over 10 hospitals. The 
statement is that it will cut the 1955 appropriation. 

Senator Burter. They used to take care of our men in the Customs 
House, which was adjacent to the seaboard. They cut that facility to 
the point where it was of no use to the merchant seamen and sent them 
to the marine hospital, which was probably 5 or 6 miles from the 
waterfront. That was a great inconvenience, and now they are talk- 
ing about cutting out the marine hospital. 

Captain May. Our situation is, when a vessel has a close mere 
and a man get sick, he has to be replaced, you may tie up a vessel ¢ 
whole night before the man can be reexamined again. 

Senator O’Conor, your predecessor, had a lot to do with it. He was 
a fine Senator, as far as the merchant marine seamen were concerned. 

Senator Burier. I have been with him to those clinics, trying to 
keep those open. 

Captain May. We have the same here. 

Senator Butter. They froze us out of that, and they are now talking 
about taking away the marine hospital itself. 

Captain May. They have done the same here in San Francisco. It 
was in the city, and now we have to go out to the marine hospital to 
take care of them. 

Mr. Sueiiey. Mr. Chairman, as long as Captain May has brought 
up the matter of moving that service, and so forth, I was wondering 
if the operators on the Pacific coast have taken any position on that. 
I see Mr. Mayer is here. 

Mr. Mayer. We have recommended to the Secretary of Health and 
Welfare that, before there is any alteration at all in the Public Health 
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Service marine hospital corps program, they have hearings, open pub- 
lic hearings, at which all interested parties can be heard. We pointed 
out that they are secure in their appropriations until June 30, 1954, 
and that before they modify something that has been going on for 
some 100 or better years, a long traditional thing, they certainly hear 
all the interested parties and get all the facts pertaining to it. 

Mr. Sue.itey. Do you think, Mr. Mayer, or have your people arrived 
at any conclusion as to whether or not a continuation of such service 
as has been rendered through the marine hospital to seagoing per- 
sonnel has advantages in vessel operation ? 

Mr. Mayer. Yes, I think they have that as a general feeling. I 
think that our operating people can point to many specific reasons 
for it. If the committee desires that type of information, I think we 
can get it. 

Captain May. Thank you, Mr. Chairman. 

Senator Porrer. Your statement will be made a part of the record. 

(The material referred to is as follows :) 


The Honorable Chairman and Members, Special Subcommittee on Interstate 
and Foreign Commerce: 

GENTLEMEN: The undersigned, Capt. C. F. May, president of the National 
Organization of Masters, Mates, and Pilots of America, A. F. of L., local 90, repre- 
senting the licensed masters and other deck officers of the United States mer- 
chant marine, respectfully submits the following statement for your consideration. 

While we appreciate the opportunity here presented to us to help you in your 
deliberations, we are very mindful that many past investigations of a similar 
nature have produced little or no action. We sincerely hope that such will not be 
the fate of yours. 

Your committee has asked for facts, figures, and viewpoints on the subject of 
the function and status of the American merchant marine in relation to the 
national interest. As your information sheet has indicated, you have already 
obtained technical information concerning the size and composition of the mer- 
chant marine. And facts and figures are readily available to your staff from 
prior investigations. They need only be modified by the observation that they 
present a worse picture today than when they were first submitted. 

However, we will again summarize in this brief statement the viewpoint of 
the National Organization of Masters, Mates, and Pilots of America, local 90. 

Broadly, the history of the merchant marine on the Pacific coast, its status 
today, its problems and prospects. are the same as that of the merchant marine 
on the east and gulf coasts, and they add up to this: Foreign competition and 
domestic land competition are rapidly wiping our merchant marine from the 
seas. This is so in spite of the present Government aid. The prospects are— 
without more adequate Government assistance for domestic shipbuilding, repair 
and operations—that this “fourth arm” of national defense will soon be worth- 
less. It is becoming a national tragedy. If sensible relief is not given soon, 
it will prove to be our downfall as a great Nation. 

On the Pacific coast there are some special problems, of course. They are 
primarily the need for Government relief to put Pacific coast shipbuilding and 
repair on the same competitive level as the east and gulf coasts, the need for 
relief in Panama Canal tolls, and the need to insure survival of coastwise 
shipping. But otherwise our problems are the same as in other areas. 

Our organization, representing licensed officers, views the problems you are 
considering both from the standpoint of the welfare of its members and from 
the standpoint of national defense. As a mater of fact, the welfare of our 
members in this industry is inseparable from the national defense. Without 
a large, strong, well-trained force of American officers—as well as other maritime 
workers—the Nation’s defense is in peril. This has been best set forth in the 
public policy expressed in the Merchant Marine Act of 1936. It hardly needs 
documentation to a committee such as yours. 

At a time when our Nation was relatively weak, American seamen were 
treated like the lowest coolies in Asia. The improvement of their standards 
has paralleled the growth of America to the power it commands today. World 
War II proved both the superiority of our national power and the superiority 
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of the better trained, better treated civilian maritime workers. In fact, the 
one was not possible without the other. Needless to say, we intend—and this 
Nation intends—to preserve and improve the standards for labor that have 
been attained, but high standards for our workers become meaningless if our 
merchant marine continues to decline. The value of a standby force of efficient, 
skilled workers for our national defense becomes little if the size of that force 
steadily dwindles during peacetime. That is what is happening, here on the 
Pacific coast as well as elsewhere. 

You know, of course, that wages for American seamen and officers are 2 to 3 
times what they are on foreign ships. The wages in American shipyards are 
such that the difference in cost of building a ship in American yards compared 
with European yards is anywhere from 40 to 50 percent, depending upon the 
type. The result is that shipbuilding is coming to a halt and more and more 
cargoes are being carried by foreign lines. Here on the Pacific coast, for 
example, the Japanese have already taken over the major part of trans-Pacific 
shipping—with new, better ships built in Japan and with lower freight rates. 
While our merchant marine—mostly ships built for temporary wartime pur 
poses—rapidly grows old and obsolete, Pacific coast yards lie idle, the skilled 
workers drift off elsewhere, and the reservoir of skills dries up. While our 
ports see more aru more foreign vessels bringing and taking cargo, those ports 
are filling up with unemployed American seamen and ships. 

With respect to foreign and domestic land competition generally, we join with 
the others in pleading for relief quickly. The facts are notorious. We need no 
more investigations of the status of the merchant marine—we need action to 
save it. Wesubscribe to our declared public policy calling for a fleet large enough 
to carry a substantial portion of our foreign commerce and all of our waterborne 
domestic commerce. That policy is not being carried out, because you have 
already found that our foreign fleet carries less than 30 percent of our foreign 
commerce and our domestic fleet less than 5 percent of our transcontinental 
freight movements. 

As for the special problems and circumstances on the Pacific coast, we cite these 
as the most important: 

1. SHIPBUILDING AND REPAIR 


American ships are fast going out of date and new ships are not being built 
on the Pacific coast. We are not keeping abreast of the foreign lines. 

Your committee has the overall problem of finding means for helping the 
American shipyards meet foreign competition, but you have also the fact that 
the Pacifie coast yards have difficulty competing with the east and gulf. This 
is primarily due to the necessity of bringing many materials to our yards over 
longer distances. Offsétting this economic fact is the Nation’s need for shipyard 
facilities and skills during national emergencies. It is criminal folly to let the 
shipbuilding and repair yards on the Pacific coast die out now and find ourselves 
with no tools to meet the coast’s shipping needs if war breaks out. Means must 
be found to allocate sufficient work to the west coast yards, even though costs 
may be more. The difference that will have to be made up is a legitimate, 
essential cost chargeable to our national defense. 


2. COASTWISE SHIPPING 


If war comes, Pacific coastwise shipping will be vital to this Nation. We must 
have waterborne commerce when land communications fail; and we must be 
prepared for such eventuality. But now coastwise shipping has virtually disap- 
peared, due to the rail and highway competition. The problem before you is how 
to revive that shipping before it is too late. Adjustment in rates may be in 
order ; but in any event, the economic advantage to truck and rail traffic must be 
weighed against our national defense. The scales will point but one way. 


8. GOVERNMENT COMPETITION 


The MSTS has been a postwar aggravation of our problem, especially on this 
coast. Its operation of commercial-type vessels has gone far beyond the require- 
ments of military necessity. The transportation of logistical support, cargoes, 
materials, and supplies—including personnel—should be supplied by private 
carriers whenever possible. Only when privately operated ships are not available 
should the Government intervene. 

The MSTS has simply disregarded private industry and trained available 
seamen manpower. It has also violated the standards established by unions 
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and management in the industry by paying less wages and imposing worse 
conditions. 

Where necessity compels the use of the MSTS, the latter should be required 
to live up to the laws of the land and deal with bona fide trade unions, by nego- 
tiating and signing collective bargaining agreements. 


4. LABOR RELATIONS 


Labor-management relations on the Pacific coast have been essentially no dif- 
ferent from the relations that exist elsewhere in the American maritime tIn- 
dustry. But they have been marked in recent years by an overcoming of the 
strains that have been traditional. We believe that both the employers and the 
unions have reached wholesome understanding of each other’s problems. 

We have attained a stability in our relations that now enables labor and 
management to scan carefully and to cooperate on measure that seek to improve 
the common lot of the industry and of the Nation. We are not blind to the fact 
that we oftentimes pursue independent paths—-and that there are obstacles to 
complete cooperation in furthering our mutual interests; but we want to em- 
phasize that, in our opinion, here on the Pacific coast we have made greater 
strides toward labor-management teamwork for our national defense than 
probably anywhere else. 

One aspect of our labor-management relations merits special mention, how- 
ever. That concerns the requirement in section 1132, subsection (g) of the 
Merchant Marine Act of 1936, that “All of the deck and engineer officers em- 
ploved on vessels on which an operating-differential subsidy is paid under an- 
thority of subsection VI, or employed on the Commission’s (now Administra- 
tion’s) vessels * * * shall, if eligible, be members of the United States Naval 
Reserve.” This is a kind of discrimination that has led to endless confusion, 
needless disruption of employment, and real hardship to many qualified officers. 

We have no objection to any of our members joining the Naval Reserve on a 
voluntary basis; in fact, we encourage a young licensed deck officer to do so. 
However, it should not be a requirement of employment. The present require- 
ment results in the disqualification of officers—not for lack of know-how on the 
job, but for failure to have the right number of teeth, or something equally 
absurd. They may not pass the Navy’s rigid physical tests and, therefore, they 
cannot be employed on private vessels carrying the Naval Reserve flag, yet 
many of them often pass the Army’s tests later and get drafted. This is a great 
waste of skilled manpower. 

The requirement causes difficulty when an individual officer on a Naval Re- 
serve ship leaves, and the employer calls for a replacement who can pass the 
tests. This means delay in manning, necessity for conferences between labor 
and management representatives, and general irritation, with increased costs. 

The problem has been made much worse because the Navy’s policy in World 
War II and the Korean emergency of liberal examinations has been supplanted 
by tough examinations. The result is that men who actually ran these ships 
when the Nation needed them are now unable to pass these tests and they re- 
main unemployed. 

The requirement in section 1132, subsection (g), should be removed. Its con- 
tinuance present us with a real problem—a costly one. 


5. PANAMA CANAL TOLLS 


There must be a proper division of canal costs between the national defense 
and commercial users. Some progress was made by the 1950 congressional re- 
organization. Even so, the tolls are higher than they should be. They impede 
our trade. Now steps are under way to undermine that limited progress of 1950 
and inflict higher toll rates. As we have repeatedly stated in the past, American- 
flag vessels should receive preferential treatment over foreign vessels, and where 
lower rates to American users mean a loss to the Government, the difference 
is a proper charge to our national defense. 


6. FLAG DISCRIMINATIONS 


The discriminations by foreign nations against American-flag vessels, in the 
form of berthing privileges, quarantine, customs, and pilotage, are a special cost 
on Pacific coast shipping. We agree with the operators that if the Government, 
for diplomatic reasons, must permit these extra costs on American operators, 
then such costs should be borne by the Government as part of the national burden. 
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7. 50-50 SHIPPING PROVISION 


Gift cargoes sent to other nations with United States funds should all be 
shipped by American lines, but if not all then it should be not less than evenly 
divided between foreign and American lines. Much of that shipping comes out 
of Pacific coast ports. We have had to fight for a 50-50 split each time a foreign 
aid act is adopted. Since it has been enacted into each such law, so that there 
has been congressional recognition of its fairness, it would help the maritime 
industry here to eliminate the periodic struggles by adoption of permanent 
legislation. 

8. RATE PROBLEMS AND THE ICC 


Somebody somewhere must soon blast open and remove the problem of ICC rate 
discrimination in favor of the railroads and its failure to aid domestic water 
transportation. We are wholeheartedly in accord with the ship operators in 
their view that if Congress does not act on this matter soon you will have no 
coast-to-coast shipping of cargoes. We have already mentioned how virtually 
extinct coastwise shipping has become. 

We believe the above brief summary of the major problems facing the Pacific 
coast and our views upon them demonstrate that labor and management are fairly 
well in accord. We further believe that solutions to those problems are not to 
be found by any interventions in the relations established between labor and 
management. The solutions lie outside that sphere. They are to be found at 
the international level, in part, and in more sound concepts domestically in the 
area of national defense, but corrective action is of paramount importance. 

Respectfully submitted. 

NATIONAL ORGANIZATION MASTERS, MATES, AND 
PrLots or AMERICA, AFL, 
Capt. C. F. May, 
President, West Coast Local No. 90, First National Vice President. 


Senator Porrer. I have a statement from Mr. Hugh Bryson, presi- 
dent, National Union of Marine Cooks and Stewards, which will be 
inserted in the record at this point. 

(The statement referred to is as follows:) 


STATEMENT OF HuGH BRYSON, PRESIDENT, NATIONAL UNION OF MARINE CooOKS 
AND STEWARDS 


I, INTRODUCTION 


This is part of the story of what the National Labor Relations Board has done 
to one unoin under the provisions of the Taft-Hartley Act. 

The story of the National Union of Marine Cooks and Stewards. We were 
first established in 1901, during the McKinley administration, 52 years ago. 

There are very few unions as well established as ours. We have been 100- 
percent organized in our jurisdiction for more years than most unions have been 
in existence. Our jurisdiction in the stewards’ department of west coast vessels 
goes back to our first union contract signed in 1902. Our jurisdiction has been 
complete and undisputed since 1934. 

There are few unions which are economically stronger than we are. From 
1936 until the passage of the Taft-Hartley Act all jobs have been filled through 
our union hiring hall, which is the same as a 100-percent closed shop to shore- 
side unions. 

And like many old, well-established unions, we did not owe our existence to 
the NLRB. We came into existence almost a half century before the Taft-Hartley 
Board appeared on the scene. We were certified once by the Board in 1935, 
but only as a matter of expediency in the settlement of the 1934 strike. 

Here is the story of the vendetta by the NLRB to destroy our union. Here is 
the story of how the NLRB has cooperated with Harry Lundeberg, who has tried 
to raid and destroy our union. 

If the NLRB can destroy a union like ours—it can destroy any union it chooses. 
It is disturbing but true. Any union can be destroyed at the whim of a Govern- 
ment agency—the NLRB. 

The very existence of independent unions is in grave jeopardy. Our story 
shows how. 
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II. HAMSTRINGING THE UNION HIRING HALL 


In order to appreciate fully what the NLRB has attempted to do to our hiring 
hall requires a little background. 

We've had experience now over half a century with and without hiring halls. 

Our union hiring hall was smashed in 1921 by the shipowners after a long 
strike. From then until 1984 seamen were forced to ship through shipowner- 
controlled hiring halls. We called them fink halls. It’s difficult for people who 
didn’t live through this period to understand what a hell on earth it was for 
seamen. The following quotations from authoritative studies provide only an 
inadequate idea: 

“* * * the seamen resent the indignities and inconveniences attending upon 
their patronage of the bureau. (The shipowner-contro!led Marine Service Bu- 
reau). The hall is drafty, dark, and unheated. The furnishings are rude 
benches. The fact that the individual seaman must be present to secure a job 
has a tendency to require the applicant to remain in the hall during all of its 
open hours, from 7 a. m. to 9 p. m. 

“* * * the system of keeping record cards in the bureau’s files, which are 
consulted before making any assignment, lends itself readily to the purpose of 
blacklisting. When it is discovered that a seaman is a union official, organizer, 
prominent striker or picket, has been arrested during a strike, or has radical 
ideas, it is easy to place a secret mark upon his record card which will forever 
prevent him from finding a job through the bureau. (In the bureau, the pre- 
vailing secret mark is a red dot on the upper lefthand corner of the card.) One 
pretext or another can always serve to keep him waiting. 

“It should be noted that the causes of such blacklisting are usually personal 
or political, rather than inefficiency or incapacity. 

“Seldom expressed, but perhaps fundamental to the union’s hatred of the 
bureau, is the charge that the bureau's chief function is that of strikebreaking. 
Even when a strike is not in progress, the bureau maintains up-to-date files of 
potential strikebreakers. Further, it became apparent to the writer, during his 
study of the bureau, that it keeps spies in the various unions; these spies may 
even serve as agents provocateurs on occasion. The strike-breaking activity 
of the bureau necessitates a complete staff composed of uncompromising union- 
haters, 

“All those members of the bureau staff who come in contact with seamen are 
possessed of police authority. * * * All are constantly armed with loaded 
pistols, and occasionelly with nightsticks and tear-gas guns. 

“These various complaints have been constantly made and frequently justified 
in experience. As a consequence, the bitterness which the union men feel toward 
the bureau (which they contemptuously call fink hall) is so intense as to be 
beyond description. This hatred is now of 15 years’ standing; it has become a 
tradition ; and nothing on earth could ever make the union men accept the bureau, 
which they consider to be a standing insult to them, a perpetual incitement to 
quarrel and a constant invitation to violence.” Source: Excerpts from Employ- 
ment Exchanges for Seamen, by William S. Hopkins, American Economic Review, 
June 1935.) 

“Wages fell and working conditions grew steadily worse until, at the depth 
of the depression, some American seamen were receiving as little as $25 a month, 
living under wretched conditions, eating unpalatable food, and working 12 hours 
or more a day.” (Source: Economic Survey of the American Merchant Marine, 
U. S. Maritime Commission, Nov. 10, 1937, p. 46.) 

“As a matter of fact, conditions were considerably worse. ‘Work-a-ways,’ men 
who joined the crew merely for food, were common, and, in addition, the food 
itself was so bad that it was a frequent practice for a seaman to take as many 
cans of tinned food with him on a voyage as his finances permitted.” (Source: 
The Dark Ship, by Richard O. Boyer, p. 132.) 

“The food was rotten. The men could not eat the meat, which was cold 
storage, and the bread was not fit to eat.” (Source: Report made to Secretary 
of Commerce Roper by committee of prominent people, entitled “Report on the 
Status and Working Conditions of Seamen in the American Merchant Marine,” 
published by the International Labor Defense, 1936, and introduced in testimony 
on H. R. 2662, exhibit 4, schedule C.) 

“In addition to holding hearings, members of the commission went aboard more 
than 40 vessels in order to see for themselves the conditions under which our 
seamen were working. They found that in many cases the complaints of the 
men were justified. Quarters were found to be crowded, insanitary, and poorly 
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ventilated.” (Source: Economic Survey of the American Merchant Marine, 
U.S. Maritime Commission, Nov. 10, 1936, p. 45.) 

“Aside from the bunks, the furniture in the seamen’s quarters aboard most 
ships seldom consists of more than a rough bench and table. The bunks, arranged 
in tiers, are usually made of iron-pipe frame, with a flat wire spring, a mattress 
made of straw or excelsior more often than cotton or kapok, and a pillow. Mat- 
tresses and pillows are enclosed in blue-denim covers which may (sic) be changed 
once a week.” (Source: U. 8S. Dept. of Labor, Monthly Labor Review, Hours, 
Wages, and Working Conditions in Domestic Water Transportation (based on a 
study made by the Federal Coordinator of Transportation) Dec. 1936, p. 1500.) 

“Ventilation is supplied in fair weather by means of a few portholes, a venti- 
lator, and the door to the quarters. On passenger ships, the crew quarters are 
generally on the lower decks and even these few means of ventilation are unavail- 
able unless the weather is exceptionally fine. As a result, the quarters are apt 
to be stiflingly hot in tropical climates, and damp, close, and foul when sealed 
against winter weather. On freighters, the crew quarters are usually forward 
or aft and are likewise difficult to ventilate in heavy weather.” (Source: 
U. S. Dept. Labor, Monthly Labor Review, Hours, Wages and Working Condi- 
tions in Domestic Water Transportation (based on a study made by the Federal 
Coordinator of Transportation) Dec. 1936, p. 1501.) 

All this plus corruption—on a vast scale; men had to pay bribes to get jobs 
and kickback part of their wages to keep them, pay off this or that person in one 
way or another in order to sail on ships. 

The recent congressional investigations of gangsterism and racketeering in 
the east coast longshore industry have once again dramatized for the entire 
country how the public interest was served by the establishment following the 
1934 strike of hiring halls on the west coast. The democratically-operated 
west coast hiring halls, including the hall operated by this union, effectively 
wiped out the bribery, graft, corruption, and racketeering which had been ram- 
pant on the west coast before the 1934 strike. Seamen in the stewards depart- 
ment of west coast ships were dispatched through our hall following 1934 with- 
out regard to race, creed, or color. Discrimination, favoritism by shipowners, 
bribery in getting and holding jobs have been eliminated. 

Operating on the first-in, first-out principle, our hall assured the shipping 
companies of a stable, skilled labor force. 

The operation of the hiring hall decasualized the industry and assured the men 
sufficient employment each year to make a decent living for themselves and their 
families. 

The gains won by the members of this union since they won the hiring hall in 
1934 are great indeed—and seem greater because we started from so low a point 
in 1934. 

We have more than quintupled messman’s pay from $45 a month to $237.78. 
Take-home pay has increased even more—as the chart shows. 

Back in 1934, a messman worked all hours. There was supposed to be a 12- 
hour stretch on freighters and a 13-hour stretch on passenger vessels—7 days a 
week. But it was a rare seaman who ever got any overtime for working outside 
this spread. There was no such thing as working conditions. 

Now messmen work 8 hours a day and 40 hours a week. For overtime work 
they are paid overtime at $1.35 an hour. It was 50 cents an hour in 1935. The 
men work under the decent working conditions of one of the best union contracts 
in the maritime industry. They benefit by a health and welfare plan, which pro- 
vides life insurance, disability insurance, complete health care for the families 
of our members, including polio insurance. 

These are important to our members—but we do not measure our advances 
in dollars alone. We measure our advances in human dignity. 

Not so long ago, the stewards’ department was the least regarded department 
on a vessel. That’s not true any more. 

Not so long ago, discrimination and segregation was commonplace in the 
stewards’ department. That’s not true any more. We guarantee equal rights to 
jobs and promotions to all members regardless of nationality or color. There 
is no union in the United States that can match the racial equality in our union 
and the minority rights guaranteed by this union to its members, including the 
right to hold oftice in the union. 

Not so long ago, a member of the stewards’ department was considered a 
drifter, a vagrant in the community. That’s not true any more. Today our 
members hold their heads high in the community. 

(The chart referred to is as follows :) 
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These are the reasons why we cherish our hiring hail. 

Any weakening of the hiring hall threatens to restore these evils which all 
good citizens condemn. 

The passage of the Taft-Hartley Act in 1947 did not illegalize the basic prin- 
ciple of democractic rotary hiring through the hiring hall of this union and 
other west coast unions. Even though the act outlawed the closed shop and 
union shop, it nevertheless continued to make it possible for maritime employers 
to hire all their employees through a single source, including a hiring hall 
operated either jointly by the employers and union, or by the union itself. 

Yet, as we will show, the Taft-Hartley Act has been employed by the National 
Labor Relations Board against this union in such a manner as to destroy the 
principle of rotary democratic hiring through a hall operated by the union which 
is the exclusive bargaining representative of the employees. 

The first impact of Taft-Hartley on our hiring hall came with the 1948 maritime 
strike. The employees represented by this union determined to strike only after 
endless stalling by the employers on our basic demands of preservation of the 
hiring-hall principle and a betterment of working conditions. We recognized 
that certain changes might be required in the hiring-hall provisions of our con- 
tract. Accordingly, throughout negotiations with the employers, this union was 
willing to abandon its long-established right to preference of employment for its 
membership, but insisted on the preservation of a system of hiring which retained 
the principles of first-in, first-out, and no discrimination in hiring because of 
race, creed, or color, all of which is legal under the Taft-Hartley Act. 

After the delay produced by the Taft-Hartley emergency injunction, which we 
discuss later in this statement, our men went out on strike. At all times during 
the negotiations leading up to the strike, as well as during the strike itself, the 
MCS proposals for hiring were completely legal under the Taft-Hartley Act. 
Yet, in the face of our willingness to modify the hiring procedure to conform 
to law, the employers insisted on keeping the old language of the contract. 

As part of the campaign to defeat the strike objectives of MCS, the employers 
filed unfair labor practice charges against us during the course of the strike. 
When the strike was finally settled, with a hiring procedure unchanged from the 
previous one, adopted at the insistence of the employers, the employers sought 
to withdraw the charges against us before the Board. But their efforts were in 
vain and the Board insisted on processing the charges and issuing a decision upon 
them. Ironically enough, in its decision the Board found that the hiring pro- 
posals put forth by MCS during the strike and through negotiations, were 
perfectly lawful. 

“* * * the objective sought to be achieved * * * was a lawful hiring arrange- 
ment based on the union’s proposal of August 31,” concluded Irving Rogosin, 
trial examiner of the Board (N. L. R. B. case No. 20-CB-20, intermediate report, 
p. 25), and the Board as a whole concurred. 

It further found that MCS agreed to the old language only at the insistence of 
the employers who had originally charged MCS with violating the law. Yet, 
despite all this, the Board found that by agreeing with the proposals of the 
employers in order to end the strike, MCS had violated the Taft-Hartley Act. 

Upon issuance of the Board’s decision that the hiring procedures as has been 
in effect before Taft-Hartley was illegal, this union immediately proposed to the 
employers that the procedure be amended to conform to the original proposal 
of MCS. This the employers agreed to do. On the basis of this agreement the 
hiring procedures of the contract which settled the 1948 strike were amended 
to conform to the original MCS proposals which had been held lawful by the 
Board. Upon accomplishing this, MCS was notified by the Board that it was 
no longer considered in violation of the law and that it had fully complied 
with the orders of the Board issued to remedy-the previously illegal hiring-hall 
procedures. 

The change in hiring procedure at the behest of the Board took place in August 
1950. This union and the emplovers continued to operate under the good rela- 
tions which had commenced after the settlement of the 1948 strike, secure in 
the belief that their hiring procedures were now fully lawful because they had 
been approved by the Board itself. As subsequent events proved, this belief was 
both naive and ill-founded. The zeal with which the Board went at its task of 
breaking down the democratic rotary hiring procedure has rarely been matched 
by that of any other Government agency. 

‘Utilizing another unfair labor practice charge which had likewise been filed 
during the 1948 strike, the Board in February 1952 again reached a decision 
that the language adopted pursuant to the 1948 agreement settling the strike 
was illegal. This aspect of its decision, of course, surprised no one. But the 
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Board when much farther and tipped its hand with respect to its crusade 
against this union's hiring hall. Even though it had previously approved the 
new hiring procedure which this union and the employers were using in Febru- 
ary 1952 in its decision in the first hiring hall case, it now came forth with a 
fantastic theory that the use of the old hiring procedures following the 1945 
strike constituted illegal assistance to MCS. The only way this illegal as- 
sistance could be remedied, said the Board, was to cancel completely not only 
the 1948 contract’s hiring language—which had already been replaced with 
legal procedures by the action of MCS and the employers in August 1950—but 
also to cancel completely the entire contract and to prevent the employers 
from recognizing or dealing with MCS as the exclusive collective bargaining 
representative of stewards’ department employees until MCS had been certified 
by the Board in a collective bargaining election. This unprecedented decision 
was made in the face of a contract which at the time of the Board decision 
was completely legal, according to the Board itself. 

No more effective means could have been adopted by the Board to disrupt 
amicable collective bargaining relationships and to create chaos in such relations 

In the face of this unprecedented attack by the Board upon its status as a 
collective bargaining agent and upon its contract won over many years of bitter 
sacrifices by the men, this union nevertheless refused to arise to the Board's 
provocation. Tailored as the decision of the Board in the Seattle case was to 
the needs of the raiding efforts of Lundeberg and the Sailors Union of the 
Pacific among stewards’ department employees, it could hardly have stood up 
in a court of law. Yet, if we attempted to have the order of the Board set 
aside in the courts this would have meant months and perhaps years of delay 
while the court proceedings continued. During this period the efforts of Lunde- 
berg to tie up west coast shipping in furtherance of his raid on stewards’ de 
partment employees would result in instability and disruption in the industry. 

The MCS therefore proposed a course under which the union would agree 
to give up its right as exclusive bargaining representative until it was certified 
in a Labor Board election. It went far beyond the requirements of the law 
and agreed to the maintenance of an employer-operated hiring hall during the 
period before an election Was held and it could be certified. By its proposal, 
MCS not only did far more than was necessary under the law, but effectively 
prevented Lundeberg and the SUP from continuing their disruption of west 
coast shipping. In turn the MCS expected only that the Labor Board would 
do what it was required to under the law, namely, after 60 days of operation 
of the employer hiring hall, and the observance of all other terms of the Board's 
order, the Board would hold a collective bargaining election. Im return for 
this obviously statesmanlike proposal by MCS, the Board solemnly agreed that 
it would not permit the failure to clear up certain back pay claims arising out 
of the 1948 Seattle case to hold up the election needed to restore stability. 

The procedures assented to by MCS, the Board, the employers, and Lundeberg 
were approved by the Court of Appeals for the Ninth Circuit in June 1952. 

As this statement is written, 15 months have elapsed and there is still no 
election. The solemn commitment of the Board has been conveniently forgotten 
by it. Long overdue wage raises and other improvements in the working con- 
ditions of the men are effectively prevented by virtue of the situation which 
the Board itself perpetuates. Nor has the Board even formally offered any 
explanation of why an election has not been held. It has conceded that MCs, 
as well as the employers, have fully complied with all of the provisions of the 
decree of the court of appeals. It has conceded that no reason whatsoever exists 
to believe that an election would not be completely fair; yet the election is not 
held and the paralysis of collective bargaining which results therefrom continues. 

This sordid story of the role of a Government agency in disrupting long- 
established relations and in overturning its own prior decisions concerning the 
legality of hiring procedures for the benefit of a raiding union, is but one 
illustration of the fate of labor relations under the Taft-Hartley Act and its 
administration by the Board. The labor movement has good reason to fear when 
a Government agency makes political deals with one union to help destroy an- 
other. How it can work is demonstrated by our experience. But any union 
can be the victim of this vicious technique. 


Ill. HAMPERING STRIKES FOR LEGITIMATE UNION OBJECTIVES 


MCS has been involved in only one strike since the Taft-Hartley Act was 
passed in 1947. 
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We believe the following chronology indicates clearly what happens to collec 
tive bargaining and the right to strike under this law: 

April 15, 1948: 60-day notice of termination of contract sent under provisions 
of Taft-Hartley law. 

April 22, 1948: Economic demands presented to shipowners. In the face of 
ever-mounting price increases, the shipowners had the audacity and arrogance 
to make proposals which amounted to wage cut. In addition, they demanded 
the abolition of the union hiring hall. Mr. Marion Plant, spokesman for the 
shipowners, phrased it as follows: “Any contract that we enter into with your 
union must be an open shop agreement under the law [the Taft-Hartley law].” 
And, “Our opinion is that we have to hire off the dock.” 

Knowing full well that the union would be enjoined from taking economic 
action, the shipowners refused flatly to bargain. 

May 1948: The membership voted to strike—2,491 for, 184 against. 

June 15, 1948: The Government went into court and secured an 80-day injunc- 
tion even though it required some stretching of the imagination to find that this 
strike constituted a “national emergency” under the provisions of the act. 

During the entire 80 days, up to September 2, the shipowners didn’t budge an 
inch. Why should they? They knew the union couldn’t strike. 

Worse than that, they made numerous efforts to undermine conditions on 
the ships during the 80-day injunction period in an obvious attempt to provoke 
the union into an action that might be a violation of the injunction. 

August 10: The Presidential Board of Inquiry held hearings on the west coast 
maritime labor dispute under Executive Order No. 9964. 

August 19: NLRB conducted vote on employers’ last offer under the pro 
visions of the Taft-Hartley Act. MCS boycotted the vote and only a few mem 
bers on vessels, who could not be contacted in time, actually cast a ballot. 

September 2: As soon as the 80-day injunction period ended, tbe strike began 
Even though the union agreed to work Army cargo ships, the Army tried to hire 
nonunion seamen and longshoremen off the docks at Fort Mason. As the Presi- 
dential election neared, these efforts ceased. 

Although the union offered to work out an arrangement for carrying Army 
eargo on Pacific Far East ships under terms of the old agreements, the ship 
owners refused to permit this. 

The shipowners refused to negotiate until MCS and ILWU officials signed 
non-communist affidavits. MCS put the issue to vote. The membership voted 
2,247 to 6 that the officials not sign. 

Then the shipowners refused to negotiate with Bryson and Bridges on the 
grounds they were allegedly “irresponsible.” Both unions offered to elect rank 
and file committees to negotiate. The shipowners refused. 

Haywood and Thomas of he National CIO offered to sign and guarantee the 
new contracts if the shipowners thought Bryson and Bridges were “irresponsi 
ble.” The shipowners refused this offer. 

November 8: The shipowners finally agreed to negotiate and gave up the de- 
mand that the unions drop Bridges and Bryson. The face-saving device used is 
that the national CIO would “underwrite” the contracts to make sure the “irre 
sponsible” maritime union leaders would carry them out. The “underwriting” 
consisted of notifying the national CIO before striking in the future—a pro- 
cedure which was always followed in the past. PASA itself drops Frank Foisie, 
Marion Plant and Gregory Harrison, its spokesmen up to that time. 

December 2: Strike ends after 93 days. Settled by economic gains—-proving 
there was nothing political about the strike. 

Total elapsed time from original strike notice on April 15 to end of strike on 
December 2nd, seven and-half months, of which 80 days were under a Taft- 
Hartley national emergency injunction, and 93 days were on a strike against 
employers who were encouraged by the Taft-Hartley law to delay and assume 
an unyielding, intransigient position. 


IV. DISREGARD AND BREAKING DOWN OF TRADITIONAL JURISDICTIONS ON WEST COAST 
VESSELS 


The aid which the Labor Board has given Lundeberg and the SUP in their 
raid on the MCS in ships engaged in the offshore trade through the Pacific 
Maritime Association, was foreshadowed by the action of the Board in an earlier 
case involving an individual steamship company. In this case, involving the 
vessel, Mount Vernon Rolando, the Board demonstrated its complete disregard 
of established jurisdictional patterns in the west coast maritime industry and 
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thereby encouraged and even provoked the jurisdictional disputes among unions 
which it was its function under the Taft-Hartley Act to prevent. 

For more than 50 years unlicensed seamen of west coast ships have been 
organized by 3 unions which have traditionally represented the 3 unlicensed 
departments. The SUP has represented the deck department, the marine fire- 
men the engine department, and this union the steward’s department. Whether 
one agrees with these traditional jurisdictions or not, the fact remains that they 
have been in existence since the beginning of this century. The knowledge of 
these traditional jurisdictional lines among seamen themselves has discouraged 
raids by any union representing one department on seamen employed in another 
department. Whatever desultory efforts were made to break down these lines 
and to carry out raids during the days of the Wagner Act were met with firm 
rebuffs by the employees involved precisely because of their knowledge of and 
experience in the long-standing jurisdictional lines. 

In the light of this background, it is evident that only official Government 
sanction of a raid, and the weapons given by the Taft-Hartley Act to a raiding 
union which can operate in collusion with an employer, could make raids pos- 
sible on the west coast. The Board apparently understood this and acted accord- 
ingly when the first case involving raiding and jurisdictional lines among west 
coast seamen came before it. 

The Irwin-Lyons Lumber Co. of Coos Bay, Oreg., upon purchasing a new 
vessel, made collusive arrangements with the SUP under which members of that 
union were hired to man all three departments of the ship. Having completed 
hiring, the company immediately proceded to sign a collective bargaining agree- 
ment with the SUP covering all three departments. When the marine firemen’s 
union and this union began picketing in an effort to protect their traditional 
jurisdiction, a proceeding was commenced under the jurisdictional disputes 
section of the Taft-Hartley Act. The Board convened a hearing to determine 
who was entitled to do the work in the engine and stewards’ departments. 

At the hearing, voluminous evidence was introduced to demonstrate the tradi- 
tional jurisdictional lines we have already set forth. In addition, undisputed 
evidence was introduced to show that there had been a jurisdictional agreement 
among the cooks, the firemen, and the SUP settling their respective jurisdictions 
in the stewards, engine and deck departments, and that this agreement had 
been reached under the auspices of the United States Maritime Commission. 
Despite this overwhelming evidence, the Board took the position that 

“The question of tradition or history in the industry cannot be a governing 
factor in a proceeding under section 10 (k)” (the jurisdictional disputes section 
of Taft-Hartley). 

In one stroke, therefore, the Board served notice on Lundeberg that he was 
free to conduct any and all raiding operations he desired and could carry out in 
collusion with employers and that he could depend upon the active support of 
the Labor Board in these efforts. Jurisdictional disputes and raids were thus 
sanctioned and approved by the Labor Board. The Labor Board took this posi- 
tion in spite of the clear authority in the act supporting its right to observe 
traditional jurisdictional lines in preventing jurisdictional disputes and dis- 
couraging raids. The Labor Board took this position despite its function under 
the Taft-Hartley Act to prevent interruptions to interstate commerce. 

When we mention interruptions to interstate commerce we are not talking 
about anything academic. 

Since the Board’s decision in the Rolando case there have been major tie-ups 
on the west coast—and every one of them has been initiated by Harry Lundeberg 
in his attempts to raid other maritime unions on the west coast. For example: 

May 4, 1952: While an SUP petition for an election before the NLRB covering 
the stewards’ department on west coast vessels was still pending, the SUP at- 
tempted to tie up the President Cleveland in San Francisco in a vain effort to 
force the American President Lines to ship Colling (“Rusty”) Payne from the 
ship’s side in violation of the existing union contract covering the procedure in 
manning vessels. 

May 14, 1952: SUP tied up the liner, Lurline, in an attempt to force Matson 
Navigation Co. to hire Reino Heija off the dock. The tie-up lasted 8 days. 

May 23, 1952: The SUP tied up the President Wilson in San Francisco for 2 
days in an attempt to compel the company to hire their members in the stewards’ 
department. 

May 26, 1952: SUP begins 62-day jurisdictional strike. The strike was cloaked 
very flimsily as an alleged economic strike by including the demand for a 40- 
hour week and a 5-percent wage increase, but these demands were merely 
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camouflage as attested by the fact that the shipowners offered to meet these 
demands at the very beginning of the strike. The demand on which Lundeberg 
kept the sailors on strike for 62 days was a demand for a 60-day contract termin- 
able on 15 days’ notice. 

While other maritime unions supported the economic demands of the SUP, they 
recognized and condemned this demand for a 60-day contract terminable on 15 
days’ notice as being solely designed to further Lundeberg’s jurisdictional ambi 
tions, by: 

(1) Permitting Lundeberg to exert continuing pressure on the shipowners to 
put his men in the stewards’ department or to take over work traditionally 
handled by the longshoremen, and 

(2) Because it unstabilized the collective bargaining pattern of the entire 
industry ; most maritime unions having a June 15 contract termination date. 

These are the tieups actually initiated by Harry Lundeberg solely for juris- 
dictional purposes. Many other tieups were threatened. 

The NLRB opened Pandora’s box for Lundeberg with its Rolando decision—and 
did absolutely nothing when the inevitable consequences in the form of protracted 
tieups actually came to pass. The lessons of this will not be lost on the labor 
movement because while we may be the first victim—who will be the last? 


V. THE ENCOURAGEMENT GIVEN BY THE BOARD TO ANTIUNION DISRUPTERS 


In this and the next part of our discussion, we shall show how the National 
Labor Relations Board, utilizing the Taft-Hartley Act, has missed no bet in its 
vendetta against this union 

This union would be the first to affirm the right of any group of employees to 
select freely and fairly their own exclusive collective-bargaining agent. The 
rank and file democracy which this union practices has enraged its opponents 
precisely because it has enabled the membership to expose very quickly those at- 
tempts to destroy the union which have masqueraded as simply efforts to replace 
its leadership, to combat communism within its ranks, or even to offer another 
union as a better collective bargaining agent. The full and free discussion per 
mitted the members of this union in the weekly meetings in all ports, makes it 
possible for them to see clearly the true colors of disrupters who carry on their 
activities under various guises. The gains won by this union, the union and racial 
democracy which it practices, the voluntary allegiance of its members, foredoom 
all raiding efforts to failure 

However, if those within the union’s ranks whose purposes are to destroy 
it are assured the help of a powerful Government agency in their efforts, they 
can attack the union on still one more front—from within. That is exactly 
what has been done by the Labor Board, which has encouraged a tiny minority 
who have embarked on a campaign to replace this union’s leadership or replace 
this union with the SUP or others. 

It is true that the Taft-Hartley Act protects the right of employees to engage 
in or refrain from union activities. It also pratects their right to favor and 
work in behalf of one union rather than another. It supposedly protects em 
ployees discharged for hostility to one union, by providing for their reinstate- 
ment. Yet no one would claim that the Taft-Hartley Act creates the right in a 
raiding union to have its organizers put into jobs on ships to which they are 
not rightfully entitled. And certainly not even the most antilabor employer 
could argue that the Taft-Hartley Act permits a raiding union to use the pro- 
cesses of the Board to replace current emplovees represented by one union 
with an entirely new group of employees who are adherents of the raiding union. 
Yet that is exactly what the Board has attempted to achieve in a number of 
cases in San Francisco, Calif., and in Seattle, Wash. 

In the first group of cases in San Francisco, which involved men who were 
openly carrying on a raid for the National Maritime Union, the Labor Board, 
with a zeal and zest it has never matched in proceedings against employers 
for antiunion activities, converted the cases of men who were paid organizers 
of a raiding union into instances of alleged discrimination in employment, 
thereby seeking to put on the job aboard ships full-time employees of a raiding 
union in order that they might further their activities. 

This happened in the Seattle cases, where the net effect of the Board’s de- 
cision was to ignore the patent attempt of the raiding group led by Rotan to 
obtain an illegal closed-shop hiring arrangement for themselves as an adjunct 
of the SUP and thereby replace the existing employees who were represented by 
this union. 
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In both situations the Board forced this union to the tremendous expense of 
defending itself against obviously ill-founded and improperly motivated charges, 
It went further, and directed the payment of huge sums of back pay to men 
who deliberately prolonged their unemployment in order to increase their back- 
pay claims, even though jobs were available through the hiring hall of the 
SUP, and SIU, as well as with MSTS. 

The approach of the Board in the analagous Boatwright and Randall cases 
in San Francisco and the Rotan case in Seattle is to be contrasted with the 
powerpuff treatment given by it to charges filed by individuals aggrieved 
against the Jim Crow and discriminatory hiring policies of the SUP. It is com- 
mon knowledge on the west coast that the SUP is a Jim Crow union and has 
consistently refused to dispatch fully qualified Negro seamen to jobs in the deck 
department. Yet not a single proceeding has been brought by the Board against 
the SUP to outlaw this shameful policy. 

The most recent instance of the Board’s protectiveness of the SUP is the 
refusal of its general counsel to institute proceedings on behalf of a seaman 
named Krab who filed charges with the San Francisco region of the Board when 
he lost his right to ship because of arbitrary action on the part of SUP officials, 
based on their suspicion that he was not sufficiently subservient to their dictates 
as heads of the union. The answer that the Board gave in this case was simply 
that the SUP had been delegated the power of the employer to hire and fire, and 
hence could properly discriminate against him. 


VI. THE BOARD’S DESTRUCTION OF COLLECTIVE BARGAINING 


A key necessity in the campaign of any raiding union to replace an existing 
one is its ability to time an election, as well as its ability to keep genuine col- 
lective bargaining between the incumbent union and the employer paralyzed 
while the raid is being carried out. Perhaps it is because employers don’t like 
paralysis and uncertainty in their labor relations that the Taft-Hartley Act 
provides that only one election per year may be held in a collective-bargaining 
unit and that once an election has been held and a contract signed with a certified 
representative, no further elections may be held until the contract term, if a 
reasonable one, has expired. 

Even more fundamental in preventing disruption of established relationships 
is the rule that a union seeking to replace the established collective-bargaining 
agent must make a 30 percent showing in order to be entitled to a hearing on 
whether an election should be held. 

Fantastic as it may seem, the Labor Relations Board has succeeded in cir- 
cumventing both of these provisions of the Taft-Hartley Act. The story, though 
a sordid one, bears repeating here because it will serve as an object lesson to 
other unions which incur the wrath of the Board for their steadfast representa- 
tion of the membership. 

In the fall of 1950 the National Maritime Union announced that it was launch- 
ing a campaign to take over the jurisdiction of the MCS. After months of cam- 
paigning, marked by the expenditure of huge sums, with the aid of the Labor 
Board in so-called discriminatory discharge cases, and the help of the news- 
papers, the NMU filed a petition for an election among the stewards depart- 
ment employees of PMA. The much-heralded proceeding came to a rapid halt 
when the Board was forced to announce that the NMU had failed to obtain the 
necessary number of authorization cards, namely 30 percent, and dismissed its 
petition. 

As if prearranged, the debacle of NMU was immediately followed by the filing 
of a petition by SUP. The Board, which had taken over a month to check the 
NMU cards, announced in the unbelievable period of a few days that the SUP 
had a sufficient number to warrant a hearing on its petition. The NMU, 
riding the coattails of the SUP, quickly announced its intervention in the new 
proceeding, since it was thereby required only to make a 10 percent showing 

Both the petitions of the NMU and the SUP came at a period when the MCS 
contract with PMA was subject to automatie renewal. That automatic renewal 
actually did oceur. The rule that an election may not take place during a 
reasonable contract term obviously became applicable. Under normal pro- 
cedures, one could expect the Board to determine the SUP’s right to an election 
and to conduct the election, if it were ordered, long before the expiration of the 
renewed contract of June 15, 1952. What actually occurred is a classic example 
of the perversion of a Federal statute by a Government agency to serve the ends 
of a favored organization. 
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The hearing on the SUP petition was not directed until months after it was 
filed. 

After the hearing was closed.in September 1951, an entirely new union, the 
Marine Cooks and Stewards, AFL, moved the Board to substitute it for the 
SUP as the petitioner in the case. This request was not simply that of a 
union whose name had changed asking the Board to reflect the change in its 
records. On the contrary, it was an attempt of an alleged labor organization 
which had not even been in existence when the authorization cards were sub- 
mitted by the SUP, to obtain a status as a party to the election proceeding. 
Again the Board acted in an unprecedented manner and without even troubling 
to justify its action, permitted the substitution for SUP of the newly created 
offshoot of the SUP, the Marine Cooks and Stewards, AFL. 

Not until a year after the hearing had closed, and more than 15 months 
after the petition was filed, did the Board decide this election proceeding. They 
delayed and delayed until September 1952, because they knew that the SUP 
was foredoomed to certain defeat if an election was ordered. They ignored 
the renewal of the agreement between MCS and PMA, a renewal which in its 
language and in practice involved perfectly lawful hiring procedures, on the 
theory that the 1948 agreement, which had long been replaced, was illegal. 

Finally, instead of directing that the election be held within a 30-day period, 
as is usual in such cases, it reserved to its regional director in San Francisco 
the right to determine the actual time for the election, and thus perpetuated 
the paralysis of collective bargaining which had been going on for more than 
15 months. 

Despite the fact that when the Board issued its election order the MCS and 
PMA were in compliance with the court of appeals decree entered in the Seattle 
case, and despite the fact that the Board had confirmed that its election order 
was being issued just for that reason, no election has yet been held and 15 
additional months have elapsed from the date that the election was ordered. 
Hverybody on the waterfront knows why the NLRB has delayed and delayed 
and delayed. They are in collusion with Lundeberg. Lundeberg doesn’t want 
an election because he knows he will lose it. He knows this because when 
the employer-run hiring hall was established in July 1952, over 90 percent of the 
registrants indicated they wished to be called for jobs at our union headquarters. 

This utilization by the Board of its power to withhold an election, which 
it has decreed must be held before true collective bargaining can resume, has 
left the stewards’ department employees of PMA ships in a substantially in- 
ferior position as far as their working conditions are concerned. Whereas all 
other unlicensed personnel on west-coast ships have made substantial wage 
and other gains during-the almost 2-year period since the SUP petition was 
filed, stewards’ department employees have been thrown a bone of a 5-percent 
wage increase, only one-third the increases achieved by other maritime unions. 
(Certain higher-rated classifications have since received increases in varying 
amounts. ) 

A pretext upon which the Board has relied to justify the delay in holding 
the offshore election has been the decree in the Seattle case. As we have already 
pointed out, however, the Board has never denied that this decree has been 
fully complied with ever since its entry in June of 1952. It cannot be denied, 
however, that, insofar as there is a decree arising out of the Seattle case, there 
exists the opportunity to use it as a pretext. 

No such pretext, however, exists with respect to a petition for an election 
which was filed by the SUP on steam schooners in the west-coast trade. The 
history of that petition parallels that of the offshore petition. The same in- 
decent haste in finding that the SUP had a sufficient interest to warrant a 
hearing on the petition; the same delays in completing the hearing; the same 
shell game with respect to replacing SUP with Marine Cooks and Stewards, 
AFL, as were carried out in the offshore election case, have been present in the 
Steam Schooner case. Furthermore, despite the fact that no unfair labor prac- 
tice charges involving the steam schooners were filed, the Board took 17 months 
to decide that case and direct an election in it. The procrastination which went 
on in Washington with respect to issuing a decision was transferred to San 
Francisco when the mechanics of an election were undertaken. The Board's 
direction of election occurred in September 1952. The election was not com- 
pleted until December 1952. Our union won 2 to 1. As was to have been ex- 
pected, the SUP filed objections to the conduct of the election. Even though 
its charges of unfair labor practices, which were filed between the time the 
Board ordered the election and the holding of the election, were dismissed by 
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the San Francisco region of the Board, objections to the election based on the 
same kind of allegations were considered worthy of a hearing. The trial ex 
aminer finally recommended that the election should be set aside. We appealed 
the recommendation and appeal is now pending before the Board in 
Washington. 

It is now the end of October 1953, and the Board has been delaying and 
delaying. They probably will never decide it, because over a year has gone by 
since they ordered the last election—and another election could be held any- 
way 1 year after the preceding election. Thus, although the men wanted our 
union to represent them, they have been effectively deprived of this for the 
entire year following the casting of their ballots. 

The absurdity of this is patent. An election under the Taft-Hartley law is 
only good for 1 year. Assuming that one union wished to challenge another, 
by law it can do so once a year. But what if the election and certification proc- 
ess takes 2 years or more? 

Delays such as this effectively deprive workers of their right to select a 
union of their own choosing. When it passed the Taft-Hartley Act, Congress 
certainly never envisaged anything like this. 


Vit 


NLRB collusion with any union against any other union is dangerous. But 
what shall we say when they cooperate and make deals with a Lundeberg who 
is attempting to transplant east coast gangsterism to the west coast? 

The following chronology speaks for itself: 

June 4, 52: Thomas Giblin, a so-called organizer of the SUP’s MCS-AFL 
shoots and critically wounds MCS member, George Kane, in a cafe in San Fran- 
cisco; Giblin is one of the so-called Filthy Five SUP goons who terrorized 
stewards’ department members on the Alaska Bear and committed a series of 
assaults and other felonies in various ports on the voyage of the Alaska Bear. 
Giblin was tried, pleaded guilty, and was convicted. 

June 25, 1952: SUP goon, Daniel (‘Lefty’) Reed, was released on $100 bail 
after pulling a gun and trying to shoot members of the MCS who were dis 
tributing leaflets urging an end to violence and gangsterism on the west coast. 

June 27, 1952: ILWU Longshore Local 10 in San Francisco passes a resolution 
condemning gangsterism, demanding SUP organizers and officials be disarmed 
by the police before being permitted on ships or docks. They also called upon 
Senator Kefauver to conduct “an investigation into the attempt to introduce 
gangsterism similar to that so rampant on New York waterfronts to the port of 
San Francisco and other west coast ports.” 

July 4, 1952: Three MCS members file with the Coast Guard charges that SUP 
organizer, Colling (“Rusty”) Payne, assaulted them on three separate occasions 
hetween May 12 and 18 on the President Cleveland and in Yokohama 

August 1, 1952: Terry Ruff was found dead with a bullet in his head in the 
SUP’s MCS-AFL hall. According to the newspapers, he and several other or 
vanizers’ were playing Russian roulette. Apparently he lost. 

April 1, 1958: There was another terrible instance, not merely of anti-MCS 
gangsterism, but of anti-Negro violence. One of our Negro members, Sarah 
Ferguson, a stewardess on the Lurline was suddenly attacked by an unidentified 
assailant and thrown down a step staircase from one deck to down another 
She is now in the hospital with a possible fracture of the neck, and a broken back. 

This is only one incident of AFL disorganizers attacking Negro women on the 
ship, particularly on the Steamship Lurline. The Coast Guard has several re- 
ports of assualty on Louella Lawhorn, another MCS Negro stewardess. 


VIII 


The Labor Board has tried to weaken and vitiate this union, and alienate its 
membership by still another device. It has tied up the officers of the union in 
such endless legal procedures and hearings that they couldn’t physically attend to 
their ordinary union responsibilities during the day, thus impairing service 
to the membership. Our best estimate is that a fully one-third of the total work 
ing hours of our major officers has ben tied up by the NLRB since 1948. There 
have been weeks on end when all of the officers’ time was completely occupied 
by such proceedings. 

Moreover, these and other legal proceedings under the Taft-Hartley Act have 
placed an enormous financial burden upon this union, We believe that the pas 
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sage of the Taft-Hartley Act has cost us more, on a per capita basis, than any 
other union in the United States. 
Ix 


The latest maneuver in this sordid history is the indictment of Hugh Bryson, 
president of MCS, for alleged perjury in signing the non-Communist affidavit 
under the Taft-Hartley Act. 

Here again, the real target of the indictment is not Bryson as an individual. 
It is MCS as an organization. 

How this indictment came about is also a significant lesson to all unions. 
Those who demanded the grand jury investigation and who were the chief wit- 
nesses were supporters of the SUP raiders. 

Following a similar charge against Valentino, the NLRB decertified local 80A 
of the United Packinghouse Workers of America, CIO. Similarly, the intended 
victim of this indictment is MCS. We believe this is an obvious effort to prevent 
MCS from getting its name on the ballot if an NLRB election is ordered. 

This indictment indicates the depths to which NLRB will descend in order 
to deliver our members into the tender hands of Harry Lundeberg. 

That this union exists today is a profound tribute to the loyalty and under- 
standing of the membership of our union. ‘The enemies of our union can never 
understand why our members are lvyal to MCS. Their loyalty is basically 
only to themselves. Our membership runs this union from top to bottom, from 
stem to stern. We are a democratic union dominated only by our rank and file. 
Our members know this from their own personal experience. They know MCS 
is called Communist dominated only because they run this union. This union 
belongs completely to its membership, and they don’t intend that anyone, and 
certainly not the Taft-Hartley Board, is going to take it away from them and 
jam another union they don’t want down their throats. 

The NLRB stands condemned on this record. 

They have violated or evaded important provisions of the Taft-Hartley Act, 
particularly those concerned with elections and certification. 

They have overturned their own decisions and violated their own solemn 
commitments, made in writing, particularly in their sordid efforts to hamstring 
and destroy our hiring hall. 

They have disregarded utterly the traditional jurisdictional lines established 
on west-coast vessels for over a half a century. In doing so, they have violated 
the provisions of the Taft-Hartley Act, and have encouraged interruptions to 
interstate commerce. 

They have gone far beyond the provisions of the Taft-Hartley Act in encour- 
aging and cooperating with paid organizers of raiding unions, 

By a variety of methods, particularly stalling and delay, they have paralyzed 
collective bargaining with the employers and by the admission of the shipowners 
themselves have saved them over $2 million in back pay alone. By the same 
token, they have deprived our members of $2 million in wage increases. 

They have tied up our officers in endless hearings and procedures, hoping that 
the officers could not properly service the membership. 

They have bled the union financially, requiring us to incur exorbitant legal 
expenses. 

The NLRB has done all of these things and more in furtherance of a political 
deal of the Republican Party with Lundeberg, who threatens to transport east- 
coast gangsterism to our west-coast ports. 

The latest payoff on this political deal is the indictment of Hugh Bryson, 
president of MCS, for alleged perjury in filing the Taft-Hartley non-Communist 
affidavit—an obvious attempt to prevent the certification of MCS—even if 
NLRB orders an election and we win it, which we will. This indictment was 
also timed with the hope it would cause more MCS members to join the SUP— 
but that has failed, too. 

This story is an indictment of the Taft-Hartley Board and all that the Taft- 
Hartley Act stands for. It demonstrates why we demand the outright repeal 
of the Taft-Hartley Act—and the end of Government interference in collective 
bargaining. 

Respectfully submitted. 

HuGu Bryson, President. 


‘Senator Porrrer. There is also a statement from Donald Watson, 
vice president and general manager of the Weyerhaeuser Steamship 
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Co., which will be inserted in the portion of the record where the 
operators have given their testimony. 
(The material referred to is as follows:) 


Hon. CHARLES BE. Potter, 
Chairman, Subcommittee on Maritime Subsidies, 
Committee on Interstate and Foreign Commerce, 
San Francisco, Calif, 

DEAR SENATOR POTTER: We have not asked for time to appear before your 
subcommittee at its San Francisco hearings but we would like to present our 
views. We are therefore writing this letter, which we respectfully request be 
inserted in the record of the hearings. 

At the outset we wish to make our position clear on two points. We believe 
that Government aid is essential to the growth and prosperity of the American 

erchant marine. We believe that labor is entitled to whatever reasonable 
gains it can obtain from the industry in honest collective bargaining. 

We believe it is essential that the 1936 act be amended to provide some effective 
control over the use of Government money to finance unreasonable wage 

creases. Our idea of such a control is one that will place a reasonable limit 
on the Government’s commitment and a responsibility upon the subsidized 
operator to assume financial responsibility for his concessions. 

The Weyerhaeuser Steamship Co. is a domestic corporation presently operat- 
ing seven dry-cargo vessels in the intercoastal trade of the United States. The 
company has operated in this trade continuously for years, except for the period 
of World War II when all ship operations were under the control and direction 
of the United States Government, represented at that time by the War Shipping 
Administration. 

Operations were started in 1923 with one vessel. Two more were acquired in 
1925, 1 in 1926, 2 in 1987, and 2in 1940. At the outbreak of World War II we were 
operating 8 dry-cargo vessels in regular service in the intercoastal trade 

During 1941 and early 1942, all of our company vessels were requisitioned 
by the Government for use under time charter and were operated by us as general 
agents. In addition, during the war years, the company as general agent 
operated some 60 to 65 Government-owned vessels 

Subsequent to the termination of hostilities, 4 of the 8 vessels were redelivered 
to the company by the Government—2 having been lost through enemy action 
and 2 requisitioned for title by the Government during the war 

Due to abnormal wear and tear arising out of their war service, the four 
redelivered vessels were in such condition that the cost of reconditioning them 
for peacetime domestic service was prohibitive. Consequently, these four vessels 
were sold. 

In an effort to resume our prewar services on a sound basis we made an inten 
sive analysis of the various types and sizes of dry-cargo vessels that would be 
available for purchase, and that could be efficiently operated in our efforts to 
rehabilitate the intercoasta! trade. Shortly after Congress passed the Merchant 
Ship Sales Act of 1946, the company purchased from the United States Maritime 
Commission four BC2—S—C1 Liberty vessels 

We expanded this nucleus of a postwar fleet by the purchase of two more 
Liberty vessels in 1948 and a third in 1951. We acquired the last 3 from private 
interests and they brought the Weyehaeuser fleet to its present size of 7 vessels. 

Our operations in the intercoastal trade during the years from 1923 to 1941 
with one or two exceptions—had been profitable, and the company had earned 
a fair return on its investment. Unfortunately, the reverse has been true since 
1947. A comparison of the relation of profits—before provision for Federal 
income taxes—to gross intercoastal revenues for the periods (1) 1923 through 
1941 and (2) 1947 through 1952, follows: 


Gross revenue: 
1923 to 1941, inclusive 
1947 to 1952, inclusive 
Net profit before taxes: 
1923 to 1941, ineclusive.__..___- 
1947 to 1952, inclusive 


Net profit on percentage of gross revenue: 
1923 to 1941, inclusive______ esis 
1947 to 1952, inclusive____ 


1 Loss 


36174—54— pt. 225 
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‘The postwar economic problems of this company have apparently been shared 
by those other intercoastal carriers who have been trying to rehabilitate this 
essential domestic service. Earlier this year, the American-Hawaiian Steam- 
ship Co., the oldest operator in the trade, decided to abandon it, as we under 
stand it, because of increasingly large losses sustained from operations. Other 
operators have been curtailing services to some areas in an attempt to reduce 
voyage lengths and costs. 

This segment of the vital water transportation services of the United States 
immediately before the war was a profitable industry. It consisted of some 150 
privately owned vessels operating on regular schedules between the Atlantic and 
Pacific coasts. Today, the total intercoastal fleet has shrunk to about 35 to 40 
vessels 

A principal factor contributing to the losing fight to bring back the United 
States intercoastal trade has been the accelerating cost of crew wages. An 
analysis of our actual experience from 1940 to date shows that crew wages have 
increased from $168 to $790 per vessel per day, or 370.24 percent. 

There follows a tabulation of our wage costs per day since 1940—excluding 
war years—as compared with increases in the Bureau of Labor Statistics cost-of 
living index and with the average increase in earnings in 21 representative 
industries. 


Percent increase over 1940 


21 selected 


industrie BLS Index 


Seamen 


$168. 00 
187. 70 11.7 
QR), 82 67.15 
425. 06 153. 01 
166. 25 177. 53 
522. 63 211. 09 
54. 78 230. 23 
504.04 253. 60 
698. 2¢ 315. 63 


790. 00 370. 24 


ROD do 
NAaAnNwKe 


Does not include any allowance for room and board furnished by vessel 


In March 1952 the entire maritime industry engaged Industrial Relations 
Counselors, Inc., of New York City, to make a study and survey of its industrial 
relations. All segments of the industry and all associations cooperated in this 
survey. In March 1953, after a year’s study, IRC submitted a 233-page report. 
Excerpts from an IRC digest of this report follow: 

“Seamen’s earnings have increased nearly two and one-half fold since 1945. 
They have increased nearly twice as much as the earnings of shoreside workers, 
and nearly three times as much as the cost of living.” 

“Over the past year and a half seamen’s earnings have increased by 35 per- 
cent—a rate of increase that is more than 3 times that of shoreside workers’ 
earnings, and 10 times that of the cost of living.” 

“The current level of seamen’s earnings is higher than that of workers in 
any other major industry. A comparison of earnings in individual shipboard 
rates with comparable shoreside occupations shows that seamen receive at 
least 50 percent more take-home pay per month than workers ashore perform- 
ing similar work.” 

“In addition to the extraordinary gains in wage compensation, the seamen 
have won pension and welfare plans and paid vacation provisions that place them 
in the front ranks of American workers with respect to these fringe benefits.” 

“Furthermore, the cost gap between American-flag operations and foreign- 
flag operations has continued to widen and shows little indication of closing 
in the foreseeable future. Provision of subsidy supports even far beyond those 
envisioned by existing legislation would at best only partially protect a limited 
segment of the industry against a continued increase in cost differentials between 
American and foreign ocean shipping.” 

“Labor costs, direct and indirect, are obviously a major factor in this overall 
competitive handicap under which American-flag vessels are operating: It is 
clear that the runaway spiraling of such costs must be halted if a competitive 
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American merchant marine is to be maintained, if ocean shipping companies are 
to survive on a free basis, and if job opportunities for American seagoing person- 
nel are to be protected.” 

The IRC conclusions strengthen our conviction that the Merchant Marine Act, 
19386, is primarily responsible for today’s excessive wage costs. The amount of 
subsidy payable to subsidized operators is measured by the difference between 
foreign operating costs and American operating costs, In other words, the 
Government pays the full difference in wages. The obvious result of this 
operating-differential subsidy formula is to relieve subsidized companies of the 
normal incentive businessmen have to resist unreasonable wage demands. A 
subsidized operator can sit down in a collective bargaining session with any one 
of the seven seagoing maritime unions on this coast and impose upon the Gov- 
ernment the full cost of any concession, no matter how unreasonable, that may 
be demanded. Not one cent of additional expense resulting from these con- 
cessions has to be covered out of his own earnings. The situation of the un- 
subsidized owners, including our company, is quite different. We have no help 
from the Government, no blank check on the United States Treasury, yet we 
are obliged to pay whatever wage rates are agreed to. The law has placed un- 
subsidized owners and particularly those operating in the intercoastal trade on 
the horns of a dilemma. Wage increases of an unsubsidized owner must be met 
from operating revenues. Our choice then is either to pay what the subsidized 
lines pay with Government money or go out of business. Unless this situation 
is corrected unsubsidized shipping will have to go out of business anyway and if 
that occurs the requirements of security and defense could be met only by 
nationalization of the American merchant marine. 

Unless we can solve the problem of wages that have spiraled disproportion- 
ately as a result of the operating subsidy, it is useless to discuss any other 
problein. If such circumstances continue we will inevitably be forced out vf 
business and obviously will not be interested in replacing our present fleet with 
new vessels. But if the wage-cost situation can be brought under control so 
that we can look forward to a reasonable prospect of future profitable operations, 
then we must plan to replace the seven ships that are now in our fleet. 

If we were to build a new ship today we would have to pay about twice what 
we could get for it if we were to sell it immediately on the world market. We 
cannot build new ships abroad for our trade. If we could do so, we could pay 
a price that would be realistic when measured by world-market conditions. We 
think this situation discourages capital investment in new ships and that we 
should be permitted to buy new ships at world-market prices. This could be 
accomplished either by permitting us to buy abroad or by subsidizing the ship- 
building industry so that it could sell us new ships at realistic prices 

In connection with vessel replacement we are, of course, familiar with the 
provisions of the 1986 act that encourage subsidized companies through tax 
inducements to accumulate funds for replacement purposes. We believe that 
such inducements should also be made available to unsubsidized companies. 

The immediate and pressing problem is the unreasonably inflationary effect 
upon our wage costs that results from the fact that the Government pays the 
full differential between foreign and domestic wage costs. So long as that 
situation exists, the forces of human nature will influence labor and manage- 
ment alike. When all employers enter collective bargaining sessions with an 
equal financial stake in the outcome, then, and only then, can we hope for real- 
istic collective bargaining and a stabilized wage structure in our industry and 
to foresee a period of minimum Government aid. 

We strongly urge that the present inequitable and uneconomic situation be 
remedied. 

Respectfully yours, 
WEYERHAEUSER STEAMSHIP Co., 
DONALD WATSON, 
Vice President and General Manager. 


Senator Macnuson. I have one here from the chairman of the 
Port of Seattle Commission, which I wish to submit. I also have one 
on discriminations. 

Senator Porrrer. Those will be made a part of the record at this 
point. 
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(The material referred to is as follows :) 


OcTOBER 13, 1953. 
Hon. CHARLES POTTER, 
Presiding Officer, Maritime Subcommittee, Interstate and Foreign Commerce, 
San Francisco, Calif. 
(Courtesy of Hon. Warren G. Magnuson. ) 

My Dear SENATOR: It is with deep regret that I am unable to attend your com- 
mittee hearings in San Francisco regarding west coast waterfront problems. 
Owing to the fact that I am appearing before the Civil Aeronautics Board 
examiner’s hearing on the States-Alaska case in Anchorage, Alaska, commencing 
October 19, 1953, I am unable to attend your hearings. If possible, I desire the 
following remarks be included in the record. 

As commisioner of the port of Seattle, elected by all the voters of King County, 
State of Washington, I feel a responsibility as to conditions on the waterfront 
of Seattle. I consider that I represent the citizens of my community and, 
further, I consider that those same citizens who elected me to office look to me 
as their representative with the responsibility of doing something when the 
waterfront is tied up by industrial strife resulting in loss of wages to those who 
work on the waterfront and those who work in offices handling maritime mat- 
ters. Further, I consider it my responsibility to protect the good name of Seattle 
as a great seaport. 

The port of Seattle is a member of the Pacific Coast Association of Port 
Authorities, which association is concerned with common problems of the 
public ports up and down the Pacific west coast, including Vancouver, British 
Columbia. In August 1952, at the annual convention of the association at San 
Diego, Calif., by indirection and through the cooperation of a commissioner of the 
commission of public docks, Portland, Oreg., a resolution was introduced to the 
effect that there be a labor-management committee created within the asso- 
ciation with membership restricted to commissioners only. A _ resolution to 
this effect was passed but after adjournment the California public ports indicated 
they would take no further action in the matter. The purpose of this pro- 
posed committee was the hope by their using their office of public officials they 
might bring some order out of chaos that has existed on the waterfronts of the 
Pacific coast since 1934. It was my purpose in recommending the formation 
of such a committee that same be termed “a labor-management committee,” to 
be, insofar as humanly possible, totally fair-minded in their approach to any 
situation. 

The Port of Seattle Commission in March 1953 invited the commissioners of 
the California public ports to a meeting at the Fairmont Hotel, San Francisco. 
Once again the Port of Seattle Commission endeavored to secure the cooperation 
of the California ports to do something about our waterfront strife. The public 
ports of the State of California refused to join in on any such action. I should 
state here that the president of the Portland Commission of Public Docks 
accompanied us to San Francisco for the meeting. Portland and Seattle are 
closely tied together in this matter. 

With the center of financial and labor power in San Francisco, I am well 
aware of the fact that any approach to the labor-management problem should be 
ecoastwise. However, if we in the Northwest are unable to secure the coopera- 
tion of the California public ports, we will have to go it alone. 

As stated above, as a commissioner of the port of Seattle, I represent the 
public and in the last analysis I consider it my responsibility to take such 
action as is necessary to protect the public, when the port of Seattle is tied 
up such as it was during 1952, first during the month of August when so much 
of our trade with Alaska was ruined and again in November when the entire 
port was idle for 33 days, bringing distress upon all who directly or indirectly 
receive their livelihood from waterfront activity. 

Respectfully yours, 
Gorpon Rowe, 
Rear Admiral USN (Retired), 
President, Port of Seattle Commission, 
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COMPANIA CHILENA DE NAVEGACION INTEROCEANICA 


(CHILEAN NORTH PACIFIC LINE) 


SEATTLE, WaASH., October 17, 1953. 
Hon. WARREN G. MAGNUSON, 
San Francisco, Calif. 

DEAR Sir: 

As discussed, member lines of the Pacific-West Coast of South America Con- 
ference since accepting the subject member this year have been experiencing 
serious difficulties in connection with shipments from United States Pacific coast 
and British Columbia to Chilean ports. 

Prior to the start of the Chilean line service import permits were issued by the 
Chilean Government without any routing instructions. However, since then 
shippers have been receiving their import permits specifying shipment on Chilean 
national-flag vessel. To enforce this requirement the Chilean Government cabled 
their Pacific coast consuls not to legalize documents covering cargo on other 
earriers if sailing within 15 days prior tv a Chilean vessel. When these instruc- 
tions were received by the consuls a number of the shippers protested, pointing 
out to the consuls they had already made commitments with other than Chilean- 
flag lines. 

Many shippers naturally objected to this discriminatory action as they feel 
they should be permitted to make shipments from American ports on American- 
flag vessels serving the trade, particularly when sales are made on a cost, insur- 
ance, and freight, or cost and freight basis. It is, of course, the general practice 
to ship on the first conveniently available vessel in order to arrange early 
delivery to their Chilean buyers and also to permit delivery to the loading ter- 
minal and to obtain payment by earliest possible negotiating of letters of credit. 
Therefore the necessity of having to hold their cargo for additional 15 days or 
more to connect with a Chilean-flag vessel has been very unsatisfactory for 
all concerned. 

The situation is aggravated by changes and variations in schedules frequently 
experienced due to the numerous loading ports from British Columbia to Los 
Angeles. For example, if conference lines had a vessel scheduled to sail from a 
port on the first of the month and the Chilean line on the 14th, shippers could 
not book with the Conference lines. Following that sailing, the Chilean line 
July sailing was first scheduled to sail from San Francisco July 1 and later 
changed to July 2, 12, 13, 17, 21, and finally sailed on July 22. 

Conference lines had several sailings scheduled within this period, but because 
of the changes in the sailing date of the Chilean-flag vessel they were all blanketed 
within the 15-day period, which made it impossible for Chilean shippers to take 
advantage of earlier and more satisfactory sailings. 

Probably it was the original intention to enforce this 15-day restriction only 
in connection with Chilean-flag vessels. However, the Chilean lines have chosen 
to divert some of their owned vessels to other trades and to maintain con- 
tinuity of salings; they have chartered an Italian-flag, Chinese-flag, and Danish- 
flag vessel. The shippers contacted the consuls for confirmation that the restric- 
tion would not apply on other than Chilean-flag vessels. To clarify this situation 
the matter was referred to the Minister of Foreign Relations in Santiago and 
received reply instructing that these foreign-flag charters should be handled on 
the same basis as the Chilean national vessels. 

When the Chilean line service was inaugurated they applied for membership 
in the Pacific Coast Conference covering the trade between Pacific coast and 
Latin-American countries en route to Chile. Membership was granted te them 
on the basis of their agreement to abide by existing conference agreements, regu- 
lations, and rates. Each conference agreement provides that there shall be 
equality of terms and conditions between carriers and it was the understanding 
of all conferences that the C. C. N. I. intended to operate on an entirely equal 
competitive basis with the other member lines. 

This unfair discrimination is also interfering with the development of trade 
between this country and Chile and with probably some diversion of business 
to the Atlantic and gulf to take advantage of more favorable shipping oppor- 
tunities. 

I am sure you are sufficiently familiar with the shipping business to under- 
stand the varying complications that develop in connection with shippers’ ef- 
forts to continue to give other conference lines preference and it is only natural 
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hippers t » follow the line of least 1 istance and make numerous book- 
" 
I 


y with the Chilean Line instead of being involved in difficulties that 
result of endeavoring to cooperate with other conference lines. 


Senator Porrer. I have one on discriminations, also. 

Senator Magnuson. I will ask that the reporter delete any names 
on that letter. This deals with Chile and the Chilean North Pacifie 
Line. 

Senator Porrer. I have one, also, from the Foreign Trade Associa- 
tion of Southern California, which will be made a part of the record 
at this point. 

(The letters referred to are as follows:) 


Pactric Coast ENGINEERING Co., 
Alameda, Calif., October 21, 1953. 


PROTEST OF PACIFI(¢ COAST ENGINEERING CO., IN CONNECTION WITH PROPOSED 
PROCUREMENT OF A 16-INCH PIPELINE DREDGE FOR REPUBLIC OF THE PHILIPPINES 


Procurement Authorization No. FOA—PR-—92-858—-00—405-—2252 

1. On May 22, 1953, the district engineer, Philadelphia district, Corps of En- 
gineers, United States Army, called for bids for the construction and delivery 
at Manila, Philippines, of one 16-inch pipeline dredge under Invitation No. 
ENG-36-109-53-779, bids to be opened July 7, 1953. 

2. On June 29, Congressman LeRoy Johnson from Stockton, Calif., trans- 
mitted to Maj. Gen. S. D. Sturgis, Chief of Engineers, United States Army, 
Washington, D. C., a communication from one of his constituents—a prospective 
bidder—Guntert & Zimmerman of Stockton, protesting the inclusion of Nether- 
lands companies as a source for the reprocurement of the dredge using MSA 
funds. 

3. On July 3, United States Engineers’ office postponed the receiving of bids 
indefinitely, and on July 28 set a new date of August 7, 1953, for opening of bids. 

4. On July 24, William M. Rand, Deputy Director of the Mutual Security 
Agency, wrote to Congressman LeRoy Johnson, stating that the policy of MSA 
is to procure equipment at “minimum cost to American taxpayers” also, that 
MSA authorizes “offshore” procurement “where fair competitive conditions 
exist.” 

5. Bids were opened August 7 in Philadelphia by United States Engineers’ dis- 
trict office. Nine bids were received from American companies and two bids from 
Netherlands companies. Pacific Coast Engineering Co. submitted the lowest 
American bid of $1,115,000, with a delivery of 360 days. A bid of $868,000 with 
a delivery of 540 days was received from the Scheepswerf Machine Works, a 
Netherlands company. 

6. Pacific Coast Engineering Co. telegraphed district engineer, protesting any 
consideration of Dutch bid on the grounds that their bid was qualified and not 
in accordance with specifications and call for bids, and would cause serious loss 
to American taxpayers. 

7. On September 8, Col. A. C. Welling, executive, Corps of Engineers, Wash- 
ington, advised that all bids would be rejected and the procurement would be 
readvertised. New specifications have been prepared and released in Philadel- 
phia October 21, 1953. Copies are not yet available here. 

8. September 30—advance notice to bidders states that bids will be taken from 
18 European countries, and Japan, as well as the United States. Bid opening 
is tentatively set for December 18, 1953. 

9. Protests against the action of the Corps of Engineers in rejecting all bids 
were submitted by the following organizations: 


Oakland Chamber of Commerce 

San Francisco Chamber of Commerce 

California Chamber of Commerce 

California Manufacturers Association 

National Association of Manufacturers 

Marine Exchange of San Francisco 

Approximately 75 percent of the cost of equipment is spent in labor—either 

direct or indirect—on which income taxes are paid through payroll deductions 
or otherwise. Approximately 50 percent of the profit is paid in income taxes 
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t 
‘cent income tax when distributed to stockholders. This same tax deduction 


applies to all of our subcontractors and materi: suppliers The total loss to the 


by the corporation, and the balance of the profit is subject to from 40 to 70 


United States Treasury in taxes would amount to some 30 to 40 percent of the 


contract price, if contract was placed with any foreign company. This certainly 
would not be “at the minimum cost to the American taxpayers.” 

The standard of living in this country and as a corollary, the wages of 
American workers are very much higher here than in Holland, and therefore 
“fair competitive conditions (do not) exist.” We have called the attention of 
both the A. F. of L. and the CIO to this pending contract through their locals 
with whom we have contracts as there is involved some 80,000 man-hours of 
work in the construction of this dredge. It is a matter of concern to this area 
if the work is placed outside of this country 

We ask that the present call for bids be rescinded and the contract be awarded 
to Pacific Coast Engineering Co. on their original bid, which has been extended 
to December 31, 1953. 

Respectfully submitted 

Pactric CoAsSt ENGINEERING Co. 
C,. H. RAMSDEN, President. 


’ 


FOREIGN TRADE ASSOCIATION OF SOUTHERN CALIFORNIA, 
Los Angeles 14, Calif., October 14, 1953 
CHAIRMAN OF PoTTreR SUBCOMMITTEE, 
San Francisco,Calif. 

Str: The views outlined in the attached resolution from the Foreign Trade 
Association of Southern California are, perforce, of a more or less general nature. 
This fact is due primarily to the various individual interests—interests which 
do not always have the same objectives, nor do they always serve a common 
purpose to the benefit of all our members whose interests are so diversified. 

All our members, including myself, however, are definitely interested in a 
strong, modern merchant marine not only for what it does and can further do 
for us in international commerce, but also to be adequately available in a military 
or any other kind of emergency. We are fully aware of our inability to compete 
too successfully with the other great nations whose merchant marines are more 
essentially their lifeblood than it is ours. 

Despite this greatest of all handicaps—competition—we could not under any 
circumstance abandon our merchant marine and use the services of ships under 
other flags and at the same time be confident that these services would be forever 
at our disposal. Any disruption, of even a minor nature, could throw our well- 
being into economic chaos—not to mention the physical catastrophies that could 
result. If there were no reason for the existence of our merchant marine other 
than this, I should still say this alone would be sufficient cause for its existence. 

I personally feel that there are many instances wherein subsidies are genuinely 
justified, but even so, every subsidy grant should include periodic inquiry as to 
the industry’s progress to its eventually being able to stand on its own feet. 

Granted we all accept the fact that we must have a strong merchant marine, 
it behooves us to bend every effort to make it serve us strategically and profit- 
ably—but not at the continued expense of the taxpayers. 

Respectfully, 
R. D. ParrisH, President. 


MERCHANT MARINE RESOLUTION OF THE FOREIGN TRADE ASSOCIATION OF SOUTHERN 
CALIFORNIA—LOsS ANGELES, CALIF., OCTOBER 13, 1953 


Whereas there is a lack of appreciation on the part of many citizens that the 
United States is a maritime nation to the extent that our economy and survival in 
great part depend upon seapower ; and 

Whereas the United States is no longer a self-sufficient nation but depends upon 
the imports of more than 50 strategic raw materials such as iron ore, manganese, 
petroleum, tin, sisal, et cetera, for both our peacetime needs and defense pro- 
grams, and since many of these items would not be available to us in either peace 
or war without American-flag ships to transport same; and 

Whereas the Foreign Trade Association of Southern California has long recog- 
nized that American merchant shipping is essential to the security and con- 
tinued prosperity of the United States and that such shipping must continue; 
and 
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Whereas our existing merchant fleet is inadequate because it is composed of 
many vessels too old and too slow to meet the demands of peacetime commerce 
and requirements of modern war as military auxiliaries; and 

Whereas the future economic development of the Pacific Southwest lies 
largely in the further development of trade, both import and export, with the 
great overseas trading areas of the Orient and Australia: Now, therefore, be it 

Resolved, That the Foreign Trade Association affirm its support of a strong, 
effective, and modern American marine, privately owned and operated; and 
urges the Congress of the United States to enact; and the Government to ad- 
minister, such policies as will— 

1. Encourage and assist private enterprise to build and operate a passenger 
and cargo fleet of fast, modern, safe ships to guarantee the essential ocean 
services of our peacetime trade, and to be immediately available to serve our 
national security requirements; 

2. Base ship operating and building aid on equality of opportunity, and pro- 
vide incentives for private enterprise not only to equal but to exceed and to 
excel foreign competition ; 

3. Require that Government-financed and owned cargoes and civilian pas- 
sengers, whose transportation is paid for by Government, make maximum use 
of private United States steamship facilities; and 

4. Finally, to be mindful always that a strong United States merchant ma- 
rine should be encouraged to be utilized to the greatest extent possible. 

(a) To serve as a naval auxiliary in time of war. 

(b) To carry American exports and imports. 

(c) To carry American mail. 

(d) To earn for United States citizens shipping revenues that would other- 
wise be paid to foreigners, 

(e) To provide shipyards in the United States and trained personnel to oper- 
ate shipyards and vessels. 

Senator Porrer. The subcommittee will stand in recess until 
o’clock. 

(W hereupon, at 12:25 p. m., the subcommittee recessed, to recon- 
vene at 2 p. m. the same day.) 


AFTERNOON SESSION 


The subcommittee reconvened at 2 p. m., Senator Charles E. Potter 
presiding. 

Senator Porrer. The subcommittee will come to order. First, I 
would like to acknowledge the many courtesies that have been ex- 
tended to us by various people and groups in San Francisco. I know 
that the subcommittee shares my view that you have been most co- 
operative, and your hospitality leads to the thought of further trips 
in your area whenever we can. 

I particularly would like to express my appreciation for the cour- 
tesy shown us by Judge Lemmon, whose courtroom we are using. He 
has made many overtures to us to make our hearings as comfortable 
and pleasant as possible. 

I wish to thank Robert B. Bradford, regional director, General 
Services Administration, for his cooperation, as well as Mr. Frank A. 
Chambers, director, Business Service Center, General Services 
Administration. 

I wish to also express my appreciation to Mr. Carl Allara, super- 
intendent of the post office and courthouse building, for making the 
physical arrangements for us here. 

The very charming blond young lady you see coming in and out, 
Miss Margaret L. Jensen, has helped us in the clerical end. We are 
most appreciative of her help. 

We also wish to express our appreciation to the people who have 
followed the hearings from day to day. You have shown an interest 
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in our hearings that I am sure demonstrates the interest of the entire 
bay area in bringing about an adequate merchant marine, not only for 
the west coast but for the national interest. 

I wish to thank the members of the press for their consideration in 
covering the hearings as they have. The *y have covered it in a ve rv 
objective manner. We of the committee are most appreciative of that 
consideration. 

We havea tight schedule. This is the last afternoon of the hearmgs. 
We recognize and realize that we have had to hurry along, much faster 
than we would have liked. As you can well appreciate, we are on a 
tight schedule, and irrespective of how much time you allot, you al- 
ways find that you are crowded at the last moment. We will ap- 
preciate it if the witnesses who are on this afternoon, and we have some 
very important witnesses, will summarize their dissertations as well 
as they can, although we don’t want you to be denied of any oppor- 
tunity of expressing a full statement and your full views. 

In case that we do not have the opportunity to say this again, I 
know that you can appreciate that you have here Senator Magnuson 
from the State of Washington, who has come down to spend the full 
time of the hearing with us and who is very familiar with particularly 
the west coast problems. You have Senator Butler from the State 
of Maryland, from the east coast, but I think you have observed his 
interest in your problems here and can well appreciate the objec- 
tivity in which he considers the entire merchant marine problem. 

I wish to further state that you of the bay area are very fortunate 
in having two Members of Congress from this area who show the 
interest and have the knowledge of maritime affairs that they do have, 
Congressman Allen, across the bay in Oakland, and your own Con- 
gressman here in San Francisco, Jack Shelley. They are two men 
who, irrespective of the political winds, have knowledge of your mari- 
time problems. 

If at the conclusion of our hearings today there is further material 
to come into the record, the record will be left open for 2 weeks, in 
order that any group or persons who have additional statements that 
they would like to submit for the record may do so. 

If you have additional material which you would like to bring to 
our attention, even after the 2 weeks’ limitation has expired, if you 
would contact the committee, I am sure we can make arrangements 
so that that material can be presented. 

It is our intention that based upon the information that you have 
given us during 3 days of hearings, supplementing the material that 
we already have before this committee, that when we get back and 
Congress reconvenes, we will be able to remedy some of the obvious 
errors that now prevail in maritime legislation. 

I wish to reassure you again that we are all interested in the same 
objectives. We need your help as much as you need our help. 

Mr. Atuen. Mr. Chairman, I would like to express to you and to 
Senator Butler and Senator Magnuson the appreciation of the people 
of the San Francisco Bay area for the time that you have taken with 
the committee and for the story of the San Francisco Bay area indus- 
try which you have developed, particularly for the fact that you have 
come to the surroundings in which our problems arise to hear the 
story of what they are. We are very appreciative of the time and 
effort of the three of you. 
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Senator Porrer. Thank you. I know we will feel our effort has 
been worthwhile if it results in the proper administrative and legisla- 
tive action to bring about some of these needed changes. 

A Voice. Senator Potter, where is this additional material to be 
sent ¢ 

Senator Porrrr. You can send it to my oflice, if you care to: Senator 
Potter, Washington, D. C. 

Mr. Suentiey. Mr. Chairman, I would like to simply say for the 
record, “Amen” to what Congressman Allen has said, and also say that 
I want to extend the regrets of Congressman Mailliard, my colleague 
from California, who was in touch with this office this morning, and 
they asked me to say that he would be here with us except he is doing 
his tour of duty with the United States Navy. 

Senator Porrrer. Not with MSTS? 

Mr. Suetiey. No, not with MSTS. 

Senator Porrer. I wish to thank you. As you can well appreciate, 
this committee is not a political committee. While we are Republi- 
cans and Democrats, there is no partisanship in the consideration of 
any maritime problems that I know of. 

Senator Magnuson in the Senate is our pillar of strength, our foun- 
tain of knowledge on much of the technical stuff of our program. The 
information is never solicited or given on a partisan basis. 

Mr. Arxien. I should add, to show the nonpartisan character of the 
committee, that Congressman Shelley is a Democrat with a Republi- 
can nomination and I am a Republican with a Democratic nomination. 

Senator Porrer. That shows the wisdom of the voters in this area 

Our first witness will be Mr. Gallagher. We are very happy to have 
him with us at this time. Mr. Gallagher is the president of the 


National Propeller Club. We will be glad to have you give us your 
statement, Mr. Gallagher. 


STATEMENT OF HUGH GALLAGHER, NATIONAL PRESIDENT, 
PROPELLER CLUB OF THE UNITED STATES 


Mr. Gatuacner. Thank you very much, Mr. Chairman, for this 
opportunity to appear. I prepared a statement before I left New 
York, but in view of the shortness of time that you have mentioned, 
I think if I sort of hurry over the principal parts of my points it 
might be a little bit better. 

First, I will state that my name is Hugh Gallagher. I am the 
recently appointed assistant to the president of the Matson Navigation 
Co. and president of the National Propeller Club, and am appearing 
here as the president of the Propeller Club, not representing our 
company. 

I realize that I am sticking my neck out when I make this proposal. 
in this country there are many people who are in favor of this idea 
with whom I have talked. There are many people who are opposed 
to it. I happen to belong to the school of thought that believes that 
what I am about to pose is a practical and sound thing, and that it 

can be done at very little cost and that it will be very helpful to the 
merchant marine itself, to the shipyards, to the people at work on the 
docks and on the ships, and that in the event of an emergency we will 
have at our disposal ships that will be able to do a job much better than 
the Libertys were able to to do during the last war. 





MERCHANT MARINE STUDIES 1067 


The speed of a convoy, as we all know, is limited to the speed of the 
slowest ship in that group. 

This idea has been percolating around in my mind since I first saw 
a Liberty ship on drydock and noticed the fine lines of the stern, talked 
with the officers and with the engineers. It just seemed to me that 
something could be done to speed up the ship and make it into a more 
practical unit. Here and there I have talked about it, proposed it, 
discussed it in great detail with people who know the score as far as 
shipbuilding is concerned. They, too, have indicated that it is a prac- 

ical proposition. 

siesemeie I was going to Florida, and I happened to meet with 
George W. Gibbs, head of the Gibbs C orp. of Jacksonville, Fla., and I 
mentioned this idea to him. 

He drew off some rough sketches, a copy of which I have here, on 
the train, and said that he would turn his engineers loose on the job, 
and he did. They came up with a statement that the proposition was 
very practical. 

Mr. Gibbs, of course, is a man who has had very wide experience. 
He is a member of the board of the Shipbuilders Council of America; 
his operations are about the fifth largest on the Atlantic. He has cut 
ships in two, put them together, added bows, and so forth, and changed 
them around to suit the purposes of the trade. 

In my own experience, which ranges back to 1906, from the Far East 
and the Alaska trades and the Pacific coastwise trades, we have done 
some very remarkable things with old ships. We have turned dis- 

carded ships into luxury liners; we have satisfied the tr: ide, and they 
— e done a very good job for years beyond their time. 

The study that “Mr. Gibbs made was supplemented by some studies 
he made in Europe. He found out this idea had been taken up in 
several of the European countries, and in one or two cases they had 
gone ahead with the program of increasing the speed and the capacity 
of the Liberty vessel. 

We felt so strongly about the matter that it was put up to Mr. 
George Sharp, the eminent naval architect in New York. He had a 
complete study made, and, as the result of his study and the actual 
towing of the model, he found that by adding horsepower up to 8,500 
pounds and by increasing the bow length of the ship about 34 feet, 
that they could get a ship that would do 18 knots, that there would be 
a diminution, a cutting down of the deadweight capacity, a lightening 
of the draft to some extent, a slight increase in the cubic capacity, but 
the ship properly strengthened under the Coast Guard rules would be 
able to do 18 knots or better. 

It just seems to us—Mr. Gibbs, incidentally, has come out from 
Jacksonville, Fla., has flown out here to support me in my statement, 
and Mr. MacMillan of George Sharp’s office is here with some tech- 
nical data—that is a good idea. I do not pretend to be a technical man 
in any way, but I think I do know enough about ships to realize that 
what they say is perfectly sound, and that we can, with the expendi- 
ture of very little money, produce a fleet of ships that would be very, 
very useful, and that might mean the difference between defeat and 
victory in event of war. 

Senator Porrer. Have you made any estimate as to the cost of con- 
version ? 
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Mr. Gatnacuer. There has been no actual dollars-and-cents figur- 
ing as you would do in the case of a contract, but they estimate rough- 
ly it would run around $2 million. That would include the new en- 
gine, the refining of the hull, the drydocking, whatever strapping and 
improvements in crews quarters might be necessary. 

The vessels would have to be improved inside because there would 
be more crew and there would also be additional hatches, additional 
cargo gear, and in every respect the vessel would be made into a very 
practical unit. 

That, briefly, is the story. 

Senator Porrer. Have the Liberty ships ever been converted 1 
the type of ship that you envision ? 

Mr. Gauuacuer. We understand that it has been done in Italy. We 
tried to get that information so that we would be able to present it 
to this committee. We have not been able to dig up all the facts, and 
we didn’t want to come in here with half facts. The installations, 
as we understand it, were diesel engines; in this case, this would be 
a turbine installation. The diesel engine is not too popular as far 
is American shipping is concerned. But we do have men who know 
how to run the turbines and reciprocating jobs. We think that is 
the proper direction to go. 

The work that has been done on tankers, where they have cut them 
in two and sections have been added, and so forth, leaves me feeling 
that there is no reason in the world why we shouldn’t go ahead with 
a program like this. 

Senator Magnuson. What do you estimate the average disposal 
price now is of the Liberty’s we have in mothballs, $1 million? 

Mr. Gatiacuer. I would say—— 

Senator Magnuson. $800,000 to $1 million ? 

Mr. Gatiacuer. I think if you could get somebody to offer $250,000 
you would be lucky. 

Senator Magnuson. We would have to change the Ship Sales Act, 
though. 

Mr. Gatxiacuer. I think so. 

Senator Magnuson. You think if we opened it up 

Mr. GatLacuer. If you opened it Poa thought is this, too—— 

Senator Macnuson. What did we get, about $800,000 under the 
Ship Sales Act, between that and $1 million? 

Mr. GaLuAGHeErR. $750,000, and the C-3’s were $1.300,000. 

Senator Macnuson. Suppose that is true and we add $2 million. 
The new ship that you envision would run about $2,800,000. 

Mr. Gautiacuer. Provided you figure it was worth $2,800,000. 

Senator Magnuson. Conservatively, you could say it would be 
$2.500,000. 

Mr. Gatiacner. I would put it at around 2,250,000, 

Senator Magnuson. How much would it be to construct the same 
type of ship from scratch ? 

Mr. GatiaGuer. I think it would cost you pretty close to $8 million 
to $10 million. 

ere Maenvson. I would think so. 

Mr. Gatiacuer. We understand that the military, the Navy, has 
gone into this very thoroughly and that they see the practicality of 
it, and that they are quite in favor of going ahead with some kind 
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of program. They have estimated that they will need 170 ships imme- 
diately in the event of an emergency. We have the ships lay ing there, 
and rather than listen to the prophets of doom who wish to scrap 
them, I would be very much in favor, and if it were my money, I 
would go ahead and experiment with 2 or 3 of these ships and let 
the experts have a chance and see what can be done. 

I wouldn’t favor going overboad with a big program, but suppose 
you consider 25 or 30 of the ships, that would only cost in the neigh- 
borhood of $50 million, and it might result in the salvaging of some 
1,500 Liberty vessels which could be used in the event of war. 

Senator Porrer. What would you estimate the life of these ships to 
be? 

Mr. Gatiacuer. I think they would last 15, 16, or 17 years, anyway, 
after they are done over. Their bottoms would be repaired. Some 
of them are lying on the mud now. There may have been deteriora- 
tion. There might have to be some work done on the bottoms, and 
soon. But I think a ship laying up doesn’t go to pieces too rapidly. 

If they are taken out and put in condition, reengined, and so forth, 
1 think you could count on 15 or 16 years without any question in 
the world. 

Mr. Auten. Could I disgress just a little bit. We have a man of 
experience here who has seen two wars. I would like to ask if he has 
seen American-flag shipping dry up during wartime, and, if so, to 
what extent. 

Mr. Gautacuer. Now, you have gotten me started. Yes,I have. I 
saw, I think, in the First World War, where we had something like 
85 ships, American ships, that we could count on at that particular 
time. On the Pacific coast, we put some of our old coasting freighters 
into the Far East trades, and we had exporters coming into the office 
begging us, offering us bribes, and all that sort of thing, wouldn’t we 
— take their cargo so they could get it delivered out to the Far 

‘ast and the other areas of the world simply because we didn’t have 
the shipping. 

We had cargo backed up as far as Spokane. Warehouses were full. 
People were going broke because they didn’t have shipping. 

I can go back further and recall, because I heard it discussed at our 
own dining-room table at home—my father was an Army officer— 
that when the fleet was sent around the world to impress the world 
with the fact that we had a strong Navy, 16 battleships, they were 
supplied by foreign ships. If the foreign ships had been withdrawn 
and anybody had chosen at that particular time to declare war on us, 
we would have had 16 very fine battleships tied up in the Suez, or 
whatever it might be, because we didn’t have the ships necessary to 
supply them. 

Then we allowed our merchant marine to run downhill again until 
we got into the Second World War. In the First World War I think 
we built up a fleet at a cost of $3 billion. Some of the wooden ships 
were of no use after the war was over. We had some ships that were 
modeled after the old British type of tramp. They were in the Far 
East services, and so forth. They couldn’t compete readily with the 
type of ships we were up against. 

We got into the next world war. We spent $17 billion. There is 
$20 billion that we have spent. We are paying an interest bill of ap- 
proximately $500 million a year on those two expenditures. 
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If we had used that money judiciously down through the years in 
supporting a merchant marine and building one up, we would never 
have been in that kind of fix. Does that answer your question, sir? 

Mr. Auten. I think so. 

Senator Burter. You could have done it for almost a fourth of that 
money ? 

Mr. Gatiacuer. Yes. 

Mr. Auien. Getting back to the Liberty ship conversion, would this 
program, if worked out, practically eliminate the problem we are 
going to have of block obsolescence ? 

Mr. Ga.tuacuer. I think it would go a long way toward eliminating 
that, because, as I see the picture, in talking to shipowners, and per- 
haps I have had as much contact with them as president of the 
Propeller Club as has any many in the United States, there is nobody 
that I know of who really has any immediate plans for building cargo 
ships. 

It costs too much and the ships that they bought after the last war 
are good enough to carry them along for the next 8,9, or 10 years. If 
the shipyards can stick it out for that length of time, all well and 
good. But I don’t think they can, and I don’t think they should be 
allowed to. 

Senator Porrer. This would be a shot in the arm for the shipbuild- 
ing industry ? 

Mr. Gatiacuer. Yes; it could be programed. There is no imme- 
diate rush, as I say, to go ahead with a 1,500-ship deal. I think it 
could be worked out slowly. There could be 2 or 3 ships to try the 
thing out to see how they work, and then go ahead with the program 
and spot this work around the Pacific and the Atlantic, and save the 
skills that are being dissipated, as we were told this morning. 

Senator Magnuson. I think, Hugh, looking a little bit to the future, 
that if something should happen in the Middle East, and the Suez 
is closed up, we haven’t enough bottoms to even attempt to defend 
that area. 

Mr. Gatiacuer. No. 

Senator Magnuson. For the long haul. 

Mr. Gatiacuer. No; because you would have to go way around 
and have more ships. 

Senator Magnuson. The combined cargo space in the free world is 
not enough. We have to do something like this and do it quickly. 

Mr. GaLiacuer. Yes. 

Senator Maenuson. I think anyone will agree that that is probably 
the danger spot. 

Mr. Gauxacuer. It certainly is. 

Senator Magnuson. And the Suez would be first. 

Mr. Gavtacuer. I think so. 

Senator Porrer. Congressman Shelley, do you have any questions? 

Mr. Suetxiey. Not at this point, Mr. Chairman. 

Senator Porrer. Thank you kindly. Mr. MacMillan will follow 
you? 

Mr. Gatiacuer. Mr. MacMillan has a lot of technical information 
to give you, and Mr. Gibbs, as a practical shipbuilder, has come out 
from Florida to back me up. 

Senator Burier. Have you received any real encouragement from 
the Navy? 
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Mr. Gatuacuer. Yes. Mr. Gibbs can comment on that and Mr. 
MacMillan, because they have been in touch with the Navy and others 
in Washington. 

Senator Magnuson. I think you ought to reverse that—the Navy 
is always in touch with Mr. Gibbs. 

Mr. GautLacuer. Any way you look at it, he gets around. 

Mr. Suetiey. I have heard in the last couple of days that since 
Mr. Gibbs has been here he is ready to transfer his residence from 
Florida to California. 

Mr. GatuaGcuer. He has already moved in on me, I know that. 

Senator Porrer. Mr. MacMillan. 


STATEMENT OF DOUGLAS C. MacMILLAN, PRESIDENT, GEORGE G. 
SHARP, INC. 


Mr. MacMinuan. Mr. Chairman and gentlemen, pursuant to your 
letter to Mr. George G. Sharp, of September 14, 1953, I am here 
today to present a statement on the technical aspects of the moderni- 
zation of Liberty ships to perform at a sustained sea speed of 18 
knots. 

My name is Douglas C. MacMillan, and I am president of George 
G. Sharp, Inc., a firm of naval architects, professional engineers, 
and ship designers, having offices in Jersey City, N. J., New York, 
N. Y., and San Francisco, Calif. I am speaking on behalf of Mr. 
George G. Sharp and the other members of the firm. 

On May 8, 1953, we were asked to determine whether the sea speed 
of the Liberty ship could be increased to 18 knots so as to make it 
possible to modernize some portion of the reserve fleet to fit current 
defense needs. 

The Liberty ships were constructed in large quantity during the 
earlier years of World War II, duplicating a design that was in 
production in this country for the British. As early as 1943, it was 
recognized that the 11-knot speed of the Liberty was inadequate 
and the Maritime Commission shifted the emphasis of the shipbuild- 
ing program to Victory ships which have a service speed of 1514 to 
1614 knots. 

Today 18 knots is considered the desirable minimum for a dry 
cargo ship. Because of this progressive desire to increase the speed 
of cargo ships, many studies have been undertaken to determine if 
it was possible to increase the speed of the Liberty ships. So-far as 
we can ascertain, none of these studies concluded that a sea speed of 
18 knots was possible. (See discussion by Mr. James L. Bates, then 
Director of the Technical Division of the Maritime Commission, 
before the Society of Naval Architects and Marine Engineers, Trans- 
actions, vol. 53, 1945, p. 180; a copy is included in the appendix for 
convenient reference. ) 

We have studied this subject and have determined the feasibility 
of a Liberty ship conversion to attain a sustained sea speed of 18 
knots, as described below. 


SPEED AND POWER 


The form and lines of the Liberty ships were examined and it was 
determined that the midship and after body form was suitable for 
higher speed. The analysis also indicated that the modification to 
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the vessel to attain a sea speed of 18 knots could be confined to the 
ranwnes one-third leneth of the ship. This modification would con- 

st of fining the lines in way of Nos. 1 and 2 holds, and installing a 
new bow which would increase the length of the ship by 34 feet. (A 
nontechnical definition of “fining of the lines” is to make the ends of 
the ship sharper.) Naval architects use the term “block coeflicient” 
to define the fineness of a ship form. ‘The “9 coeflicient is the 
ratio of the volume of the underwater body of : given ship to the 
volume of a block bavi g¢ the same length, oi. and height. In 
this case, the Liberty ship has a block coefficient of 0.76, which means 
that the underwater body of the ship occupies 76 percent of the space 
occupied by a rectangu lar block of the same dimensions. The block 
coefficient of the Liberty ship is about 15 percent greater than the 
block coefficient of the C-1, C-2, and C-3 type ships. The proposed 
fining of the bow and increase in length reduces the block coefficient 
from 0.76 to 0.69, The latter value is slightly greater than the op- 
timum for a 450-foot ship operating at 18 knots; however, further 
reduction would adversely affect the cargo capacity of the converted 
ships. 

In order to confirm our professional opinion that such a modified 

ship would be capable of performing at 18 knots, a set of revised ship 
lines was prepared and a model was built and tested in the experi- 
mental towing tank at Stevens Institute of Technology in Hoboken, 
N. J. The results of these tests are shown in the appendix, figure 1. 
The model tests indicate that a ship speed of 18 knots, at an average 
load draft of 25 feet would require 5,500 effective horsepower, which 
is the equivalent of about 6,850 shaft horsepower for an 18-knot trial 
speed (allowing about 2 percent for appendages and assuming an 
estimated propulsive efficiency of 82 percent), or 8,500 normal shaft 
horsepower for a sea speed of 18 hy (making the usual addition 
for sea margin in accordance with the custom of the United States 
Maritime Administration). 

A comparison of the shaft horsepower for the Liberty ship before 
and after conversion is given in the appendix, figure 2. This indicates 
the very substantial increase in sea speed which results from the 
fining of the forward lines and the lengthening of the ship. 

It will also be noted that if the proposed new powerplant is put 
into the present Liberty ship, it will not be possible to attain a sea 
speed of more than about 15 knots, whereas with the modified hull, 
a sea speed of 18 knots will be attained. Moreover, the existing Lib- 
erty ship powerplant in the modified hull would produce e an increase 
in speed of only about three-fourths knot. (This illustrates a tech- 
nical fact, well understood in the profession, which may require fur- 
ther explanation. For a ship of given length and fullness, there is 
a maximum speed which cannot be materially exceeded regardless of 
any increase that might be achieved, within practical limits, in the 
power of the ship’s propulsion machinery. ) 


ALTERATIONS TO THE SHIP 


The modernization requires alterations to the hull and equipment as 
follows: 

(a) The alterations start at the bilge, at the after end of No. 2 hold, 
and the shell removals extend gradually forward and upward until 
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the entire shell plating from flat of bottom to deck is removed in way 
of No. 1 hold. 

(6) The portion of the vessel immediately forward of the forepeak 
bulkhead is entirely removed. 

(C) The decks, dee sp- tank top, tan k top, as we ll as flat of outer bottom 
are retained and modified. Girder and pillar structures and hatches, 
etc., are retained as at present. 

(d) At the after end, the existing stern frame, rudder, steering gear 
and some shell plating and frames would be removed and replaced by 
a design suitable for the incre ased speed and power. 

(e) The hull removals comprise approximately 270 tons of steel, and 
the replacements about 425 tons, exclusive of the improvements referred 
to hereafter. 

(f) Additional crew quarters would be provided and fitted out, since 
union agreements would probably require an increase in crew. 

(7) In order for the modernized Liberty ship to more nearly ap- 
proach the C ships and Mariner in efficiency of cargo handling and 
stowage, additional improvements would be necessary, including new 
‘tween decks in holds Nos. 2, 3, and 4, and new cargo handling gear 
including 6 booms and 4 kingposts. 

(h) The modified areas are indicated on diagram, figure 3, in the 
appendix. 

It should be noted that the shell plating, longitudinal girders, decks, 
and so forth, amidships are not changed, and that the increase in ship 
length has been compensated for by a reduction in the maximum draft 
in order that the strength of the longer ship will be at least equal to 
the present ships and will meet American Bureau of Shipping re- 
quirements. It should be noted that the Liberty ship was constructed 
of emergency materials and that a high rate of structural failure was 
experienced during their early service life, but that the failure rate 
has been reduced to normal proportions as a result of improved details 
prescribed by the American Bureau of Shipping. 


ALTERATIONS TO THE MACHINERY 


In order to provide machinery capable of developing 8,500 normal 
shaft horsepower, it is necessary to replace the existing main pro- 
pelling machinery, shafting and propeller. The propulsion machin- 
ery may be geared steam turbine, geared diesel, or diesel electric. 
Geared steam turbine propulsion machinery would be lower in first 
cost and would permit utilization of some of the existing components 
to serve the cargo machinery and other ship facilities. Geared diesel 
or diesel electric propulsion machinery capable of utilizing cheap 
bunker-type oil would cost more than geared turbines, but would pro- 
duce offsetting operating economies. 


COST 


It is estimated that a number of Liberty ships could be modernized 
at an approximate domestic cost of $2,200,000 each, which is probably 
about one-half the cost of a new ship to carry the same cargo at the 
same speed and with equivalent cargo handling facilities. This cost 
is exclusive of the present value of the ship which is about $350,000 on 
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the American market and about $600,000 to $700,000 on the European 
market. 


EXISTING AND MODERNIZED SHIP CHARACTERISTICS 


The following table sets forth the comparative characteristics of 
the existing Liberty ship and the ship after modernization. 





Existing Modernized 
ship Liberty ship 


Item 


liculars, feet-inches ‘ adhebs . nue 416-0 150-0 

‘ . 56.9 56,9 

imidships, feet-inches a za 57-4 | 37-4 
27-4 26-6 

14, 250 13, 350 

: a inal 10, 800 9, 415 

on 10,000-mile trip j r webbodecde 9, 620 | 8, O80 

500, 000 506, 000 

52 63 

11} 18 

A om con aaaieenaed 1 2, 500 28, 500 

Fuel consumption, barrels per mile held . 65 - 85 


1 Indicated horsepower. 
2 Shaft horsepower. 


This comparison indicates that the proposed conversion results in a 
decrease in deadweight, i. e., the weight of the cargo that can be car- 
ried. It should also be noted, however, that there is a slight increase 
in the volume of the cargo that can be carried. This apparent para- 
dox arises out of the fact that the weight carrying capacity has been 
affected by the increase in the ship’s own weight and the reduction in 
draft due to stre ngth considerations, despite the fact that more space 
for cargo would be available. Inasmuch as the cargo stowage factor, 
i. e., Volume to weight ratio, for American cargoes, and particularly 
for military cargoes, generally tends to be higher (70 or higher) than 
in the original Liberty design, the cargo capacity is not adversely 

affected for ail practic: al purposes by the proposed conve rsion, 

The determination of the total deadweight as given above is based 
on the following weight changes: 

Tons 
New fore body ---- 
New stern frame, rudder, rudder stoc k shell and frames 
Hull reinforcement by riveted straps as required by American Bureau 

of Shipping (if it has not already been fitted) _—__- 

Additional crew quarters cane 
New ‘tween decks in holds 2, 3, and 4 Ditmas 
Additional cargo handling gear (6 booms, 4 kingposts)_ ~~ 


EUR wcieupetota 
Steel removed from ship__ 


Net increase in hull weight 


Net increase in machinery weight : “a : pelo . 
Original Liberty ship light weight_ ae 2 a 
Modernized Liberty ship light weight___- ‘ 3, 935 


Modernized Liberty ship displacement at 26 feet 6 ine ches dr? aft. JiciLwes! BES 
Modernized Liberty ship deadweight at 26 feet-6 inches draft___.._.-_._._. 9,415 
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Comparison of modernized Liberty ship with C ships and Mariner 


It will be noted from the following table that the modernized Liberty ship 
compares favorably with the C type ships, but it is slower and smaller than the 
Mariner class, 


Sustai ] speed, kn 1 14% 4 6% 
Fuel cx m np on, barrels 5 to mile___. 65 " 65 ” 
Total de id we *ht tons ] OK 9, 000 9. 500 12. 000 
Average cargo stowage factor, cubic feet 

per ton 500, 000 440. 000 545. 000 650. 000 
Approximate cargo capacity, cubic feet 18, 500 13. 2 anny 12. 500 


1 Maximum crusing radius using existing tanks without change 


Comparison of modernized Liberty ship with modern postwar European and 
Japanese cargo liners 


It will further be noted from the following table that the modernized Liberty 
characteristics are similar to those of modern cargo liners being built by maritime 
nations. 








Average of typi- 

cal modern Euro-| Modernized 

pean or Japanese Liberty 
cargo liners 


450 
»>™ 
th, 38-6 37 

Draft, feet-inc 27-0 6-6 
Des idwe ight cape acity, ton " ), 000 to 10. 000 9 415 
Cargo capacity, cubic feet - 500,000 to 540,000 506, 000 
Sets of cargo gear. é s 8 
Speed, knots... . ; 17 to 19 18 

Shaft horsepower 7 ei 4 8, 000 to 10, 000 





SHALLOW DRAFT FAST CARGO TRANSPORT 


Representatives of the Defense Department have indicated their 
interest, due to implications of the atomic bomb, in cargo ships that 
san make use of secondary ports to avoid congestion in large harbors. 
They have indicated that such a ship should have a sustained speed 
of at least 18 knots, maximum draft of 27 feet, and be of the approxi- 
mate size of the C-2 or C-3 ships. It is also our understanding that 
they have indicated their interest in a cargo ship capable of carrying 
5,000 deadweight tons of cargo, requiring 90 cubic feet per ton, at a 
speed of 18 to "20 knots, and a maximum draft of 22 feet. The latter 
requirements may be compared with the characteristics of the mod- 
ernized Liberty ship as follows: 


Modernized Liberty Design requirements 
for new ship 


Speed 18-19 knots 18-20 knot 

Draft. . ; 4 21 feet 8 inches _. 22 feet 0 inches 

Cargo capacity 506,000 cubic feet 450.000 cubic feet 
Cargo-stowage factor . # cubic feet per ton 90 cubic feet per ton 
Cargo ioe Eo 5,600 dead-weicht tons 5,000 dead-weight tonsa 
Approximate cost__..._. a $2,200,000 : $4,500,000. 

Cost per ton of cargo... $304 $900 
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Senator Magnuson. You doa little better there than the new one. 
Mr. MacMinuan. Yes. 


OTHER CONSIDERATIONS 


The modernized Liberty would not have the same useful life as a 
new ship. The average age of the 1,500 ships in the laidup fleet is 10 
years. However, the average service age, due to the fact that the 
ships have not been in use continuously and are laid up in fresh or 
brackish water, and because preservation methods have been used, is 
pro sbab ly 7 ( years. It is also considered that a few hundred of the best 
wwe in the laidup fleet would have an average service age of about 5 
years. Therefore, the useful life of the modernized Liberty would 
be 13 to 15 years as compared with 20 years for a new ship. In any 
case, it is presumably economically sound to attach less significance to 
the useful life of a vessel as a defense or military component than as 
a commercial peacetime carrier, and it is assumed that the principal 
interest in the proposed conversion of these vessels is in terms of 
the emergency military value. 

\side from the saving in dollars as compared with the equivalent 
new ship, there is a saving in mi wo ere of at least 250,000 man-hours 
per ship, a saving in steel of about 2,600 tons per ship; and also a sav- 
ing in construction and delivery time of possibly 6 months to a year. 

This statement on the practicability of an 18-knot Liberty ship 
modernization has been actuated primarily by Defense Department 
testimony before this committee; that a joint analysis by representa- 
tives of the Maritime Administration and the Navy Department of 
the total civilian and military requirements for merchant-type ship- 
ping upon the outbreak of war indicates a deficiency in actual ships of 
165 in the dry-cargo classification. We believe that the proposed 
modernization offers the best method of overcoming this deficiency 
with the least cost and by utilizing an existing resource. Therefore, 
it would seem advisable that congressional authorization and appro- 
priation be provided to modernize a number of these ships. 

As a further consideration, it might be kept in mind that a modern- 
ization program undertaken at this time could also serve the useful 
purpose of keeping in operation facilities that would be desperately 
needed in an emergency but for which there is no present peacetime 
demand. 

CONCLUSIONS 


" is our professional opinion that— 

The Liberty ship can be modernized to perform at a sustained 
sea sp eed of 18 knots. 

The modernization is feasible, practical, and economical in terms 
ot cost, materials, time, and manpower, if undertaken as a prepared- 
— measure. 

The modernized Liberty ship, by fulfilling the preparedness de- 
ficii iency in 18-knot dry-cargo ships at a large saving in cost, would 
free a larger portion of funds which m: vy be made available for ship- 
building for construction of advance design prototypes. 

I have an appendix to my statement, Mr. Chairman. 
Senator Porrer. The appendix will be made a part of the record. 
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(The material referred to is as follows:) 
APPENDIX 


(Excerpt from Transactions of the Society of Nav: 
Engineers. ) 


PHOTOSTAT FROM TRANSACTIONS SOCIETY OF NAVAL ARCHITECT 
ENGINEERS 


Vol. 53, 1945, p. 180) 


Mr. JAMeEs L. Bates, Member: The author has presented a valuable account 
of several Liberty ship developments. Each of these developments appears to 
be satisfactory within its proper sphere insofar as reports have been available. 
Perhaps the collier type is especially suited to further development for other 
bulk-carrier purposes. 

While the Maritime Commission has given particular study to all the types 
covered in the paper, it has been interested more recently in inquiries received 
from private parties as to adaptations for especial mercantile purposes. In these 
approaches there have been many inquiries contemplating increased speed or 
reduced consumption of fuel. Accordingly, it seems that some comment on these 
possibilities might add to the usefulness of the paper. 

It is possible to increase the speed of these vessels by two methods: (1) By 
the installation of propulsive plants of greater power; (2) by changes in the 
hull construction either with or without increasing the propulsive power. 

If the power be increased to the following figures, the speeds indicated will 
result : 


Shaft horsepower : Speed in knota 


3,500_ 


(The above figures are taken from the results of model basin tests and are without 
margin. ) 

The design was intended for a service speed of about 1114 knots. Experience 
indicates that the ship is well suited for this speed. Her length between per- 
pendiculars is 416 feet, the prismatic coefficient is about 0.76, and the speed- 
length ratio at 11% knots is about 0.56. Apparently it is possible to drive the hull 
at 18 or 18% knots but at speeds above this the power increases so rapidly as 
to be uneconomical. 

If the length of ship be increased by the addition of approximately 20 feet 
at the forward end, no changes in lines being made aft of station 3 on a 20- 
station basis, the following figures will result: 


Shaft horsepower : Speed in knots 
2,300__- impanil cana — ‘ a 
3.000__--_- ooo - acnhg ition en cae aa 

BDO entene a : ania eenipmaianel ae ieee 

1 


9) 9 

-) 
)» Oo 
»~) 


Here again it is noticeable that the increase in speed resulting from increased 
horsepower is relatively disappointing for powers in excess of about 3,500. It 
is also worthy of note that this increase in length, about 5 percent, results in 
only about 0.05 to 0.3 knot improvement in speed. 

It would be possible to reduce fuel consumption by substituting a complete 
new machinery plant for the one presently in the ship. Such a plant could be 
either steam with mechanical reduction gearing or diesel with direct drive or 
drive through gears. Consideration has been given also to the installation of a 
low-pressure turbine, in addition to the present machinery, following the prin- 
ciples of the well-known Bauer-Wach system. 

The Liberty ship was designed as a full-ended low-speed ship with good dead- 
weight capacity and adequate cubic. She should be attractive to operators need- 
ing these particular characteristics No changes of a far-reaching character, 
such as those already described, should be made until after careful consideration 
of the conversion cost in the light of probable improvements in revenue to be 
expected from such changes. 
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Senator Porrer. How long would it take for this conversion ¢ 

Mr. MacMiutzan. The first one, until they develop plans for the 
machinery, would take 6 months to a year. But after the plans are 
in existence the time could be cut to months. 

Senator Porrer. It is a type of operation that most of our ship- 
yards could perform; is that true? 

Mr. MacMitian. Yes, sir, both new yards and repair yards. 

Senator Porrrer. Are there any questions, Senator Butler ? 

Senator Butier. No. 

Senator Maenuson. I have no questions. 

Senator Porrer. Congressman Allen? Congressman Shelley ? 

Thank you kindly, Mr. MacMillan. Mr. Gibbs, we are pleased to 
have you with us. You may proceed. 
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STATEMENT OF GEORGE GIBBS, PRESIDENT, GIBBS 
ENGINEERING CO. 


Mr. Gippss. Senator, it 1s a oreat privilege to get to talk to you. 
The most that I can Say is that about everything I wanted to ay 
has already been said by not only Mr. Gallagher, Mr. MacMillan, 
but by these other people. 

Mr. Gallagher me — ed the Liberty ship. It did interest me tre 
mendously. I may not be the biggest shipbuilder in the world, but 
I am probab ly the oldest. Anyhow, I have built quite a number of 
ships, built them in World War I, built them in World War II, some 
300 of various sizes. 

Our shipyard has done some work that we think is exceptional in 
this particular line. For inst ance, we are now building the world’s 
largest waterborne powerplant, 35,000 kilowatts. 

I mentioned the fact that I did work in World War I as well as 
in World War II, merely to eall attention to a situation—I saw 
something of the horrors of trying to prepare a fleet with an ambitious 
and sincere people. We had to build shipyards. They were built by 
amateurs who had to become professionals—that sums of money were 
wasted, but that worst of all, much time was wasted. Finally, we 
had shipyards all over the country building the wrong kind of ships, 
first the ferry ship, and then concrete ships, and then other ships, and 
finally we built the Liberty ship. 

There were reasons why the Liberty ship was built with only 2,200 
horsepower. That is all the power we had. There was no equip- 
ment for turbines. We only had 2,200 horsepower, and the thing to 
do was to put a critical hull for the horsepower that was there. That 
hull would go just as fast with 2,200 horsepower as this new sharp 
hull, but when power was available, as it is now, the sharp hull, or 
what might be called the finer-type hull, would have been the thing 
to have done because it could have utilized the speed. 

When Mr. Gallagher spoke to me, and later spoke at the Propeller 
Club, I recognized the fact that the Liberty ship had every charac- 
teristic for speed. It had breadth-to-length ratio. There was one 
problem ; did it have a stern? 

I spoke to Mr. Strohmeier of the Bethlehem Co., while we were 
struggling with the problem in the shipbuilders’ council, that you 
have been struggling with for days here, how can we help out this 
industry and help out our country ? 

Mr. Strohmeier, who is head of the great Bethlehem Co., said the 
thing is entirely practical, that it has a magnificent stern. The ship 
is mostly stern; the bow is more or less a steel warehouse. There 
isn’t much to the bow. 

The Liberty ship, as built, for the critical speed that it can attain 
with only 2,200 horsepower carries " great big log in the bow and 
builds what is called a bow wave. T don’t claim to be a mechanical 
engineer. I have spent my life in the shipyard. But that bow wave 
forms an interference and it is impossible to do anything with the 
Liberty ship until you get rid of the bow wave. 

I mention this because people will say to you that that Liberty ship 
will not go, and I am telling you why it will go. The thing to do is 
to correct that bow. It is as though your shoe were a little too tight 
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and you had your shoemaker arrange the proper kind of a point on 
your toe to fit your shoe. 

We have discussed it with the Coast Guard and many of my friends 
in the Navy. I would not think of proceeding, as Mr. Gallagher 
asked me to do, to make an investigation, until | first did go, unofli 
cially, to my friends in the Navy and in the Army. 

Every place that I mentioned this Liberty ship to fighting men, 
I mean, men that operate ships, line oflicers, they said, “Good God, 
Mr. Gibbs, do you think it could be done? You mean, 18 knots? 

One man who handled a destroyer fleet in the Pacific said, “We 
need them for oilers. A ship that could get away at 18 knots would 
be a godsend. Can it be done?” 

I got with some of the people from some of our big industries, 
manufacturers of turbines, discussed it with promine nt architects, the 
biggest boilermakers in the country. They said, “Is it possiblef” It 
was decided to get an architect of unquestioned ability. There is the 
firm of Cox & Gibbs. There are other architects probably just as good, 
but they certainly are no better, as far as my 30 years of shipbuilding 
goes, than the firm of Sharp or the firm of Cox & Gibbs. We got 
the firm of George G. Sharp, which has done a great deal of work for 
the Government and with which the Government is thoroughly 
familiar. 

As Mr. Gallagher said, it would be a wise thing if we could experi- 
ment and see what it would do. Gentlemen, Mr. Gallagher doesn’t 
understand that part. Mr. Gallagher is not a shipbuilder. There 
is no such thing as an experiment when it comes to predicting the 
speed and the characteristics of a ship, provided you have an archi- 
tect. You might just as well say, “We have six figures here. Add 
them up and let us see what it will come to, and maybe it will or maybe 
it will not.” 

It is a positive situation, determined first by mathematics. As I 
talked to one of our Bureau of Ships’ men, I said, “Sharp has devel- 
oped this fact.’ 

He said, “Well, what is holding us?” I said,“You are going to make 
a tank test?” He said, “That is a good idea, but it will probably get 
him within one-fourth of 1 percent of the accurate determination as 
shown by his mathematics.” 

I just want to tell you, gentlemen, there is no such thing as doubting 
what has been said. That ship will do 1814 knots. He has provided 
an extra knot for weather. The ship has less draft, which is much to 
its advantage. 

I talked to the American Export (oi. the operating people over 
in Cleveland, and they said, “if it was only a little smaller.” 

You talk about a large ship. Gentlemen, you build wooden shi ps, 
concrete ships and different kinds of ships, and maybe if another war 
comes we will all get excited and every grocer will buy a patch of 
land and start up the so-and-so shipbuilding company to serve his 
Government. Gentlemen, the important thing is to take the knowl- 
edge that you have, take the tools that you now have. 

Those tools consist of your repair plants, plants with dr vdocks. 

I said that every problem that I had, or ambition that I had, had 
been solved when I listened to the testimony here today. I have spent 
some 2 months of my time, nearly, since the war, in Europe, attending 
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the Shipbuilders Conference of Northwestern Europe, which is the 
h Isles and the Low Countries, not behind the iron curtain. 

I have discussed this matter with leading people and am going back 
to New York to discuss it again. I think you have met this gentleman, 
Senator Butler. I told him what the plan was and he said, “Why, it 
is most practical.’ 

I would not like to quote the Navy or the Army or any of those 
people that to me are essential when it come to information. 

Before going ahead, Mr. Sharp, Mr. Gallagher and a few retired 
naval officers, who happen to be in business now, said, “Let’s submit 
it to the Navy for an opinion.” I would like to have your committee 
go to the Navy and get whatever they have to say about this. 

I have the greatest respect for the United States Navy and a whole 
lot of respect for the MSTS 

Senator Porrer. They will mark their calendar for today. 

Mr. Gisps. Gentlemen, I have a whole lot of respect for the fel- 
lows here and their problems. What we have to have in the event of 
a war, and I am one of those people, having been over there quite a 
little bit, who know that a war will be possible when we have been 
bled white. 

What I would like to call attention to is this fact: We do need the 
existing plants to continue. They need stabilization. They are bid- 
ding against each other and taking jobs below cost. It doesn’t help. 
But we do need this work, the stabilizing work in the various ship- 
yards. This particular job can be done with the repair plants that 
have drydocks. It will be argued that we can’t tie up our drydocks, 

that if a war should come then the drydocks are tied up and we need 
them for cruisers and combatant ships. 

The fact is that the total time of the drydock is 10 days. That is 
simply not wishful thinking. I have a long list of similar jobs that 
been done in 10 days. I can refer you to the principal oil comp: nies 
to verify the findings that have been made by Mr. Gallagher and 
Mr. Sharp and myself. 

Cost is pretty vital, but when you come to the question of will we 
have the bridge of ships, it is not what the bridge of ships cost but 
it iscan we get it at allintime. You have a huge fleet of Liberty ships. 
They are built; the steel is there. You don’t have to build steel mills 
to build steel to build shipyards and then to build ships. You have 
the personnel. You have the plants. You are in a position to build 
the bridge of ships out of the things that you now own. 

The question of cost is important because it is my private opinion 
that worse than the atomic bomb, or the fear of an atomic bomb, is 
the fact that we will be busted flat and bled white by delays and aids 
to other countries. Time is what we need. We can build the bridge 
of ships with what we own. 

Of course, you say, “Why not build a new ship?” You gain but 
very little in life, as Mr. Sharp has pointed out. He has shown you 
where you built a Liberty ship, a second-grade makeshift, the very 
ship that is being built today by the nations of the world; it is the 
size of ship that is being builé in Denmark, Sweden, and Japan, 
You can’t operate a great big ship in trade. It is too big. You want 
a ship that gets into harbors. The one weakness of the Liberty ship 
was its draft. ‘That has been reduced. 
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What you naturally want to know is, regardless of the preciousness 
of time, what will the ship cost. Iam a shipbuilder. I never got one 
dime of money to build my shipyard or to build my business. I have 
been delighted to get business in order to build | yusiness. 

Mr. Sharp’s figures are based on oor vartine one ship. We were 
asked to do several jobs similar to this. The original estimate in man- 
hours of a similar job by the United States Navy was 400,000. Our 
first boat required—this is after the contract was let to us—399,890 
or 110 hours less than the estimate. 

Our second boat, the same job, we did for 320,000 man-hours, or a 
saving of 80,000 hours. . 

Our third boat we did for 272,000 hours: our fourth boat, and all 
others, required 250,000 hours or less, or 150,000 hours less than the 
estimate. 

We have many examples of that. We have many examples which 
I will not bother to read. 

Just one other. The Government’s estimate in man-hours of the 
‘AE” of an ammunition ship was 1,200,000. Our first boat was 930,- 
000; our second boat was completed in 750,000, or nearly 500.000 
hours less than the estimate. 

don’t know whether you would be interested in knowing what 
we would advise as a way to perhaps proceed with this program in 
order that we can tell the world that America can get a fast 18-knot 
thoroughly desirable modern ship as fast as the defense forces wish it. 

I think that that could be done without too much effort, if this 
procedure were followed. You own the ships. I would suggest that 
immediately you have, say, four of those ships built, that you have 
those ships picked out of the water and the bows sawed off them, 
burned off them. 

They should be built all around the coast, the gulf, the Atlantic, 
the Pacific. As those ships are built the technique should be developed 
for a minimum use of drydock. As we say, we will guarantee 10 
days only, and probably can get that greatly reduced. 

The parts for — bows should probab ly be made in the interior, 
like Birmingham or Jacksonville. The critical parts of the machinery 
should be made in Pittsburgh or Los Angeles or San Francisco. We 
should put those ships into operation immediately with the Navy or 
whoever wants them. They will have 18 knots. 

Those ships when put into operation could prove—get all the bugs 
out of them—what could be done, not as to speed but as to the working 
of the machinery, and so forth. 

The ships should be distributed around, and the methods developed 
to turn those ships out so that the defense forces needing 18-knot 
ships can go in convoy without effort, you could issue orders to the 
various drydock concerns to go ahead I am sure the various drydock 
companies could deliver the ships as fast as the defense forces would 
require them. 

I would like to call attention to one more thing which it seems to 
me is vital, andthen I amthrough. I hear talk here that the shippers 
should be appealed to, and that they should use American bottoms. 
Gentlemen, I have been in business all my life, and I have seen very 
little sentiment around business when you have competition. It is 
my opinion that if you asked a man to make a ship with 18 knots, 
she will be pretty economical at the speed that is being used, 16 knots. 
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I think it would be well to explore the field for a subsidy to the 
operator who carries the additional power, 8,500, so that that ship is 
available in time of emergency. 

You could work toward 50 ships. I think the Armed Forces could 
use every one of them. But those 50 ships of various types, oilers, 
package freighters, whatever you want to call them, should be avail- 
able and put into use. It is my thought that if you had the 50 ships, 
and an organization planned in the “Pacific, the Atlantic, and gulf, 
that you would have a potential of 2,000 ships. 

I don’t believe that there is one thing that would be a greater de- 
terrent to war than knowledge by the enemy that they are nct going 
to get America in the place where she will get a bridge of ships in 
5 years after she has spent a fortune and bled herself white, 

If the word could be gotten out, which is the truth, that America 
has its bridge of ships and they have workmen that can deliver those 
ships just as fast as the Armed Forces need them, it would be a great 
thing. 

How many could we build? 

My yard alone could deliver 12 ships without effort, and I am sure 
the other yards could do the same thing. We could take those Liberty 
ships and turn them out as 18-knot ships. The facilities you know 
of could be used. And in my opinion there is nothing that would 
mean as much toward the war effort or the stabilization of the ship- 
yards or the stabilization of the merchant marine of America as 
that. ‘Thank you. 

Senator Porrer. Thank you, Mr. Gibbs. Mr. Black, I understand 
you are from the great State of Washington. We are pleased to have 
your statement. Will you identify yourself for the record? 


STATEMENT OF EDWARD A. BLACK, VICE PRESIDENT, PACIFIC 
CAR & FOUNDRY CO. 


Mr. Buacx. Thank you, Senator. Mr. Chairman and members of 
the committee, my name is Edward A. Black. I am vice president 
of the Pacific Car & Foundry Co., in Seattle. 

Senator Magnuson. Just before you testify, I would like to preface 
your testimony with just a brief remark, As members of the com- 
mittee will recall, when we first started to set up our inquiry on mer- 
chant marine problems, it was intended at that time we come not only 
to San Francisco, but probably look at some of the problems in Seattle. 

At that time I suggested to the committee, and we were in the middle 
of the New York waterfront matter, that probably it would be well 
that we do that this fall, which we are now doing. I also suggested to 
the committee that out on the Pacific coast we would not find the 
things that we ran into in the New York and New Jersey investigation, 
that I thought the maritime industry, labor and management, on the 
Pacific coast was free from the hoodlums, the corruptions, the graft 
yw tieups with political figures that we ran into in that unsavory 
investigation that we handled on the Atlantic coast, which is now 
being corrected in the New York area. 

I ‘suggested that we had some problems up north, mainly the 
peculiar and specific problems of the Alaskan trade and the impor- 
tance of water transportation to the survival of Alaska, both defense- 
wise and economically, but that we had gotten together in Seattle to 
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try to help solve some of our own problems and, in particular, the 
problem of labor and management. 

Toward that end, and even prior to my discussions with the mem- 
bers of the full committee and yourselves, there has been set up in 
Seattle what is known as the mayor’s advisory committee, appointed 
by the mayor of Seattle, of which Mr. Black will tell you more in 
detail, concerning all segments of the maritime industry. - 

Although Mr. Black will also tell you that we have been constantly 
tied up for a number of days every year in our problems relating to 
Alaska and the Seattle waterfront, this committee has gone ahead with 
the complete cooperation of both labor and management and have 
worked out themselves some of their problems that in normal times 
would have caused tieups and difficulties. 

I em very proud to have with us here not only a good friend of 
mine, Eddie Black, arid Joe Kane, who is one of the prominent labor 
lawyers in Seattle, but for them to tell you what we have done. 

I think when he gets through with that we will find that the 
necessity of us going to Seattle on many of our problems—we don’t 
want to close the doors, because we may have others—probably is 
not desirable at this particular time. They have done an excellent 
job. I want to recommend what has been done to other ports in the 
United States in the solution of some of our maritime problems, par- 
ticularly in the relation of labor and management. 

Senator Porrer. We are pleased to hear your statement, Mr. Black, 
concerning how you have worked out your problems in Seattle. 

Senator Burier. May I, for the purpose of the record, say that the 
port of Baltimore was found by this committee to be perfectly free of 
all racketeering and corruption, and one of the finest managed ports 
in the United States. 

Senator Porrrer. As long as we don’t have anybody from New 
York—— 

Senator Macnuson. I did confine my remarks to the New York- 
New Jersey area, which, as we know, and I won’t exclude New Orleans 
one bit, is not good, but I know that the Baltimore situation has been 
just fine. 
~ We still have our overall problems which we hear down here, which 
we have heard for 2 days, which affects Seattle in the same manner 
as it affects San Francisco and Los Angeles. We have done an excel- 
lent job up there. We hope we are able to continue. That is why 
I am very proud and happy to have Mr. Black here. 

Mr. Sueitixy. Mr. Chairman, I just want to say 

Senator Porrer. This is a meeting for committee members’ 
testimony. 

Mr. Sretriry. I think the relationship that Senator Magnuson has 
spoken about was very colorfully explained yesterday at the luncheon 
at Father O’Connelly’s Apostleship of the Sea, when it was said that 
with our arguments between ourselves we may be 8. O. B.’s but we are 
not crooks and racketeers. 

Mr. Brack. Thank you, Senator Magnuson. TI am cochairman of 
the mayor’s waterfront advisory committee. About a year ago the 
businessmen of Seattle, the labor unions of Seattle, the MSTS of 
Seattle, and the Army of Seattle, and also the shipowrers and oper- 
ators of Seattle, along with the mayor and the stevedoring companies, 
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got together and decided we were going to do something about the 
Seattle waterfront. 

In checking back, we found out that since 1934 to 1951 the Seattle 
waterfront had been tied up in strikes on an average of 72 days a year. 
These strikes were caused not only from the labor side, but it was all 
the different things that cause strikes. 

We have a meeting once a month of this committee and meet in the 
mayor's office. We try to get to the bottom of any troubles. It may 
be on management’s part or it may be on labor’s part. We find to the 
amazement of a lot of shipping men and businessmen that the labor- 
ing people want to work. They are as much against strikes as the 
shipowners. They realize when there is a strike that their men are 
out of work. 

It is hard to believe that one man to a lot of people can tie up an 
entire operation or an entire port. Maybe on a ship where they 
have a lot of different unions a radio operator can have a beef with 
the company, and they decide that they are going to picket the ship 
for the one man, and all ope rations are ‘stopped. 

We had an occasion to give you some idea of what we have done in 
accomplishing this. We have stopped two different tieups of the Se- 
attle waterfront, mostly connected with Alaska Steam. The radio op- 
erators and the masters, mates, and pilots had already informed 
Alaska Steam that they were not going to sail their ships. We called 
a meeting immediately in the mayor’s office. The masters, mates, and 
pilots were represented and the radio operators and the Alaska Steam. 
As to anything that goes on in these meetings, we do not try to take 
any credit as a committee. The main thing we want to do is to keep 
the ships sailing and the port open. 

After discussion and some 2 or 3 meetings that day, and calls to San 
Francisco, we were assured by the unions and by Alaska Steam that 
the ships would sail on schedule, and they did. 

Another time, a different situation came up. I should mention 
that we have the métal trades represented there, because they supply 
all the men for our shipyards. In our last negotiations, the machin- 
ists negotiated separately, and for 15 days the machinists put picket 
lines in front of the shipyards in Seattle. However, we averted the 
tieup of the Alaska Steam, because they are in the ship repair also. 
The next morning they were ready to put a picket line out and tie up 
Alaska Steam. We got together with the machinists, and they put a 
special gate in where the repair work was being done, and they just 
picketed the repair end and the ship sailed on time, and we averted a 
strike for Alaska Steam. 

As I say, it is pretty nearly impossible to guarantee there will never 
be a tieup because we know in the past there have been and there 
probably will be others. But we want to put the Seattle area in the 
position that if there is to be a tieup, it will be tied up and down the 
coast. We don’t want just Seattle tied up and the other ports operat- 
ing, if there is to be a strike. 

We have two recommendations that we have put out to the union, 
and I think most of the unions are in favor, and we hope it will come 
about. Recommendation 1 is that we have asked the unions to have a 
common expiration date of all contracts for the maritime onshore and 
offshore unions. Now they terminate at different times during the 
year. We have asked for that. 














MERCHANT MARINE STUDIES LOS7 


We have also asked the unions to give special priv ileges or special 
consideration to the Territory of Alaska. For you Senators from the 
East, as you may not know, Alaska depends on shipping out of Seattle 
practically for their livelihood. We are the gatew ay to Alaska. 
Whenever we have a strike up there, it ties up those ships, and even 
for a day or so, it throws the entire schedule off for the ships that go 
to Alaska and the people are hurt. 

It got so bad that Alaska threatened to do their trading through 
British Columbia. They have sent delegations down to the ch: smbe r 
of commerce. This last year, we have been fortunate not to have any 
tieups, and we are trying to Si the confidence of the Alaska busi- 
nessman and the Alaska people. 

They feel now, we have many letters from them, that the mayor’s 
committee is trying to do something. I believe we have accomplished 
quite a bit. 

We also take up such things as the merchant seamen’s hospital. 
This committee met with labor, which is a part of our committee, and 
we also invited in Senator M: ignuson, Congressman Pelly, and all the 
delegations. Telegrams were sent right from the mayor’s office. 

We did what we could to save the merchant marine’s privileges at 
the hospital. They were trying to take away the budget on that. We 
sent telegrams to the Maritime Commission asking them to keep plenty 
of ships for the Alaska trade in order to serve it in either peace or 
emergency. There was a time here about 6 months ago that the Mari- 
time Commission was going to do away with some of the charter privi- 
leges that Alaska Steam and some other companies had for the Alaska 
ships. 

We also deal with other problems besides labor problems. This 
committee is known as the mayor’s waterfront advisory committee, 
and also the promotional part of it. I will just read you a small para- 
graph to give you an idea of what it does. In the first bulletin that 
was put out, this was our stated policy: “The following committee 
was appointed by the mayor to act as a sounding board on all prob- 
lems arising on the Seattle waterfront, including deve lopment of the 
port, increasing the business, expansion of facilities, regaining the 
confidence of shippers, encouraging better relationships on the Seattle 
waterfront with Alaska, keeping the port of Seatle open, and free from 
strikes or w alkouts, which would curtail the flow of commerce over 
Seatle docks.” 

That has been our main purpose. I think we have done a lot to 
accomplish it. 

There is another thing that I think a lot of people ought to realize 
right in the San Francisco area and in the Seattle area. We think 
everyone in Seattle knows that the port of Seattle is a great port. But 
it is amazing that you can go right over the hill from the waterfront 
and a lot of people don’t realize that that port means a lot to them. 
We have to sell our local people on how important the port of Seattle 
istocommerce. We have done that. We have done it in many ways, 
through our radio broadcasts and our newspapers. We find that now 
people are beginning to realize that the port commission and its con- 
cern for the Seattle waterfront in handling the ships that come there 
affect every little Seattle business and businessman directly or in- 
directly, and that when the ship comes in there they derive some profit 
from it. 
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That is about the story of the mayor’s maritime committee. We have 
received letters from Los Angeles and also from San Francisco. I 
think if other cities would take off their boxing gloves as far as labor 
and management are concerned and sit down in a room and talk it over, 

their problems could be solved, that a ship can be tied up by one man, 
and if the management of the steamship companies re alize they have 
to give and take a little bit, too, everything would go better. 

So many times a strike is started over the telephone. Someone will 
call up and say so-and-so said this, and they will get going about it 
and then down goes the phone and out goes a picket line. A lot of 
times I think it is true that some of the unions are not conscious why 
one portion of that union—not their own union but other unions—is 

triking. They don’t get the full details. They will respect the picket 
line. 

I can’t emphasize this too much. Labor has been one of our biggest 
boosters up there to straighten out some of the other unions. If they 
felt they were wrong in putting out a picket line, the labor unions 
themselves in this mayor’s committee would work on these other unions 
as hard as we would. It isa fine thing. I think it could spread and 
do a lot of good to help the American merchant marine and the ship- 
ping companies. Also, when we help them, we are helping all the 
businesses on all the coasts that have shipping. 

Senator Porrer. Does the mayor’s committee have representatives 
from all the maritime unions ¢ 

Mr. Brack. Yes. There is a member of every maritime onshore or 
offshore union on this committee. There is always a representative 
of the port of Seattle, the port commission, and then the steamship 
companies and the mayor, along with the MSTS and the Army. 

Senator Maenvuson. In other words, we have decided to make this a 
community enterprise up there. We have found it very startling that 
in many cases some of the shipping operators had never as much as 
even met or sat down with some of the union people they were dealing 
with. We found that if everybody got in the same room and started 
with the premise that this thing would hurt not just them but every- 
body in the community, we were able to just go ahead and make great 
progress. This is the first year in all our history when we haven’t 
had a tieup to Alaska. 

Mr. Brack. Last Friday night, before Senator Magnuson came 
down to this meeting, he as sked this committee to meet. Senator Mag- 
nuson was there and Congressman Pelly was there. We had a 100- 
percent attendance at this meeting. 

At that time I think our Senator really realized, which he has all 
along, that this committee was functioning and doing a good job. 

Senator Magnuson. And I have saved the committee some work. 
We decided unanimously that you didn’t need to come up to Seattle 
to see us, that we were doing pretty good. 

Senator Porrer. I don’t think the fish were biting, anyway. 

Mr. Brack. I want to put in the record that this committee is not 
an arbitrating committee. We are not a policy-setting committee. 
We are not in there to settle a beef on a wage rate. We are just there 
to sit down and talk across the table on things that we think will help 
to stop tieups. I think that is what we have ‘done. 

Senator Maenuson. And again I recommend it to certain other 
cities, and I am not being personal about it at all. 
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Senator Porrrer. That has been in operation how long? 

Mr. Buack. One year. 

Senator Porrer. Are there any other questions? Thank you, Mr. 
Black. 

Mr. Biack. We would like to submit to you a brief when we get back 
to Seattle, because we did not have a chance to prepare anything. 

Senator Porrer. You may submit your brief. 

(The material referred to is as follows :) 


Mayor’s MARITIME ADVISORY COMMITTEER, SEATTLE, WASH. 


Introduction: Edward A. Black, cochairman, Mayor’s Maritime Advisory Com- 
mittee, Seattle, Wash. 
Topic: What Seattle waterfront has done to resolve port problems of labor and 
management. 
I. What are the problems? 

A. Strikes and delays. 

B. Regaining confidence of shippers, 

C. Loss of business to Alaska. 

D. Importance to Alaska of shipping (because of its geographic location}. 

BD. Developing the port of Seattle. 

1. Educating the people of the State on importance of American 
merchant marine. 
2. Improving port facilities. 
IT. Purpose of the committee 

A, The purpose of this committee is to act as a sounding board for all 
problems arising on the Seattle waterfront including the develop- 
ment of the port, increasing business, expansion of the facilities, 
regaining confidence among shippers, better relationship between 
the waterfront and Alaska, and to keep the port of Seattle free 

from strikes and walkouts which would cuurtail the flow of com- 
merce across Seattle docks. 
IIT. Rules of conduct and authority 

A. The committee will never at any time order anybody to do anything. 

B. Members of the committee will represent the community at large 
rather than any faction or group. 

C. The committee shall merely meditate, which is to say, make recom- 
mendations or suggestions, which may be mutually approved or 
rejected. 

D. The committee shall never arbitrate, which is to say, it shall not, even 
by mutual request, make binding or final decisions which both 
sides might accept. These might lead to a loss of confidence in the 
committee, no matter how fair the decision. 

BE. The committee will never take a vote on the rightness or wrongness 
of issues. No judge or jury attitude will ever be displayed. 

IV. Accomplishments of the committee 

A. Averted two strikes of Alaska Steamship Co. 

B. Insisted the United ‘States Public Health Hospital be maintained for 
merchant seamen. 

C. Sent telegrams to the Maritime Administration insisting that they 
keep enough ships available to the steamship companies to take 
sare of Alaska shipping needs either in peace or emergencies. 

Held meeting with Congressman Pelly and Alaska Steamship Co. 
officials insisting MSTS assign passengers to Alaska Steamship Co. 
in order that Alaska Steamship Co. could maintain regular pas- 
senger service to the Territory of Alaska 

>. Went on record recommending article 12, ordnance 80998 be revoked 
for a test period of 90 days to prevent switching of railroad cars 
on Alaskan Way between the hours of 7 and 9 a. m. and 4 and 6 
p. m. 

E. A. Black, cochairman, testified in behalf of Mayor’s Maritime 
Advisory Committee, April 8, 1953, at the Feder Courthouse in 
Seattle at the investigation held by the subcommittee of the House 
Committee on Interstate and Foreign Commerce held by Congress- 
man Pelly and Representative Dolliver, of Iowa. 

86174—54—pt. 2 27 
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Sent out questionnaire to all maritime unions, offshore and onshore, 
asking them to consider a common expiration date of all contracts, 
Sent out recommendation to all unions to keep Alaska shipping open 
on a year-round basis regardless of other strikes or tieups on the 
Pacific coast because of the geographic location of Alaska. 
V. General comments 

The Seattle Mayor’s Maritime Advisory Committee is made up of approxi- 
mately 50 outstanding members including top labor leaders from all maritime, 
onshore and offshore, unions, port of Seattle officials, Army, Navy, MSTS, ship 
repair, metal trades, stevedores, steamship companies, Alaska and Seattle busi- 
nessmen along with the mayor of Seattle. This committee meets regularly once 
a month and discusses any problem affecting the port of Seattle, or can be 
called together within an hour's notice if an emergency might arise which may 
affect the port of Seattle. 

We have found that labor is most cooperative and is just as interested in 
keeping our port free from strikes as any steamship company or businessman. 
Labor has played a great part in keeping our Seattle waterfront free from tieups 
in the past year, and this has been the first year since 1934 that we have had 
harmony on the Seattle waterfront. Prior to that, statistics show that from 
1934 to 1951 the Seattle waterfront had been tied up on an average of 72 days 
a year from strikes for some reason or other. 

We of Seattle, instead of looking for some law or congressional action, took 
upon ourselves to form this committee and tried to clear up this situation on 
a local basis. We believe you can do more by sitting across the table from each 
other and always keep the policy of playing our cards face up and come to a 
common understanding, which we have done in several instances, and it has 
proved successful. 

It is our belief that this type of organization could be formed in other ports 
throughout the United States and could probably do a lot to avert strikes and 
tieups and keep harmony throughout the ports of the United States. If this 
could be done it would be one of the great steps forward to stabilizing our Amer- 
ican merchant marine, which in turn would stabilize shipping and shipbuilding 
in America. 

It is my personal opinion that management must learn that they must live with 
labor and that labor must learn that they must live with management, as the 
two go hand in hand; and the sooner a common understanding is reached, as we 
have done in Seattle, the better it is for all. 

Before our committee was formed, we found that the Alaska people had 
lost faith in the port_of Seattle, which is the gateway to Alaska. Due to 
their geographical location their whole livelihood depends on shipping from 
the port of Seattle. We have received many letters from leading business- 
men in Alaska in the past 6 months praising us for all our accomplishments 
and telling us that at last there is a group of men trying to do something 
to stabilize shipping to Alaska, which in turn will stabilize the living con- 
ditions in Alaska. 

We are also doing our best to educate the local people of Seattle includ- 
ing businessmen and also throughout our State of the importance of ship- 
ping and the American merchant marine to them as individuals, pointing 
cut to them that every time a ship calls at the port of Seattle, that each 
and every one of them either directly or indirectly derives benefits from 
money that is spent in order to keep the “small hotel” afloat, which is an- 
other way of explaining what a ship actually represents. 

In conclusion, I would like to say that it has been a real pleasure to serve 
as cochairman of this committee during the past year, and that I have learned 
a great deal of the many problems that are constantly facing management, 
labor, business, the American merchant marine and the port of Seattle. I 
also want to thank the farsightedness of the members of the mayor’s mari- 
time advisory committee in Seattle for sending me down here in order to 
present our story to this fact-finding committee. I consider it a great honor 
to be able to appear before the Honorable Charles E. Potter, Senator from 
Michigan and chairman of this hearing, the Honorable John Marshall But 
ler, Senator from Maryland, and the Honorable Warren G. Magnuson, Sena 
tor from Washington, along with their coworkers Congressman Shelley and 
Congressman Allen from the great State of California, 

I feel sure that the information and facts you have gathered here in the 
past 3 days will give your committee a wonderful background of the entire 
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steamship and waterfront operations from all phases, and feel sure with 
this information in your hands, when the 83d Congress meets you will be 
in a position to recommend many concrete plans that will stabilize Ameri 
can merchant marine, shipping and shipbuilding on the west coast. 
Very truly yours, 
E. A. BLAcK, 
Cochairman, Mayor’s Maritime Advisory Committee. 

Senator Magnuson. You heard the testimony of Mr. Skinner in 
regard to the ship situation. You being a ship repairman and know- 
ing ships and being part of this whole enterprise, do you agree with 
his statement that if we got that type of ship we now have laid up, 
similar to what you are talking about, it would help this whole 
situation and make it much easier? 

Mr. Brack. Absolutely. I think if there is any way of getting 
those ships to Alaska Steam, or any company, it sh ould be done. 
There is one thing I would like to say for the record, being in the 
ship-repair business, that if the Navy builds new ships again I hope 
that this committee will have in mind that they will limit the Navy 
to awarding too big a contract to one yard. 

We just went through a new program of barges and ships. I know 
that out of 422 they awarded 400 of them to one organization, and 
the other yards are still starving even though they spent millions 
of dollars that could be used in the west coast yards. You will end 
up with a $50 million contract here and a $80 million contract there. 
I am not just talking in figures. 

Some of the y ards will come out without any orders. They have 
awarded them to companies that didn’t even own shipyards and they 
went ahead and built facilities. I think that is one of the biggest 
failures on this last new construction, that first of all, they didn’t 
give it to yards who were in the business, didn’t put the business over 
in different yards that were existing. They let many people come 
into the business for the new construction program. They have built 
big facilities. They will go out of business and someone is going to 
pay for them. They are coming out of the contracts directly or in- 
directly. I think that was a serious mistake in the last new con- 
struction program. 

Senator Porrrr. Thank you, Mr. Black. Mr. Lundeberg, we are 
pleased to have you here. You have heard most of the presentations 
that have been made during the 3 days of hearings. I assume that as 
a result of that you are making your free comments as you go along. 
We will be looking forward to your statement. 


STATEMENT OF HARRY LUNDEBERG, SECRETARY-TREASURER, 
SAILORS UNION OF THE PACIFIC 


Mr. LunpeserG. Mr. Chairman, I am glad to testify on behalf of 
the American seamen at your invitation. Before I get into my brief, 
T would like to correct some of the statements of the previous speaker 

Although the idea as to labor and management is all right, I think 
you left the impression, at least it struck me, that just by picking 
up a phone you call a strike. That certainly is not so. 

I think labor management ought to study the constitution of the 
various unions. I know, as a matter of fact and record in our organi 
zation, that when you call a strike you have to have a secret ballot 
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ind two-thirds of the men must vote on it on a coastwise scale. So 
you just don’t pick up a phone and eall a strike. 

Senator Magnuson. Not in your union. 

Mr. Lunpepera. No, we believe in livi ing up to the agreement. We 
strike at times, sir. 

Senator MaGnuson. I say, it doesn’t happen in your union, but I 
must say, Harry, there are some small units that sometimes cause 
trouble where it could be 1 or 2 men involved. You have had some 
trouble with them yourself. 

Mr, Lunpeperc. That is true. That comes down to bona fide labor 
relations again, In other words, you have a contract. You strike 
if you don’t get what you are after when your agreement expires. If 
you can’t get together with the shipowners, you : fight ; ; when you are 
through with that, that is it, Between the time that you sign the 
agreement and your agreement expires, you live up to your contract. 
We have done that. We believe that that is the principle of labor 
relations. 

If any one union violates a contract and strikes in the middle of 
their contract, I don’t think it is a labor union. I don’t think that 
is proper unionism to begin with. I think if the shipowners allow 
it they are feebleminded to begin with. 

My name is Harry Lundeberg. I speak on behalf of the seamen 
affiliated with the American Federation of Labor at the request of 
Chairman Potter of the Senate Subcommittee on Interstate and 
Foreign Commerce. 

As I understand from the schedule, I am to testify about labor 
relations as they affect seamen, and briefly I can state that in my 
20 years of experience in labor negotiations, relations between the 
seamen’s organizations and the shipowners have reached an alltime 
low. 

Mr. Sevier’s statement on behalf of Matson leaves an inference that 
the American seamen are overpaid, or the ills of the industry lie with 
the seamen. That is typical of the shipowners—blame everyone but 
themselves. 

Mr. Sevier refers to the high earnings of a seaman as compared with 
a shore worker. That is typical of the shipowner—blame everybody 
but themselves. 

This is, of course, incorrect, particularly when he refers to the 
building trades or to the shipbuilding industry. 

If you are to compare the hourly wages of a shore worker as com- 
pared with a sailor, the sailor would certainly come out on the short 
end. 

A construction worker receiving $2.50 per hour—that is just a figure 
that I took out; some of them receive less and some of them more— 
and time and a half for Saturdays and Sundays would come out with 
$159 per week. A sailor would come out with $94 per week, includ- 
ing extra pay for his Saturday and Sunday work. When one quotes 
figures, he should be sure to know what he is talking about. 

“Mr. Sevier further complains that with all their generosity, they 
have not purchased stability and labor peace and complains about 
frequent strikes and work interceptions. Mr. Sevier leaves an in- 
ference that they, the shipowners, are the poor innocent bystanders. 
Do not let that fool you. First of all, anything the seamen received 
in wage raises were gotten the hard way. In all my experience of 
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labor negotiations have I yet to find a shipowner who has called me 
in to say—here, we will give your people a raise. That just doesn’t 
happen. We've had to fight every inch of the way. 

As far as strikes and frequent work interruptions are concerned, 
Mr. Sevier leaves the inference again that they are innocent bystan- 
ders. That is not so as far as the seamen on this coast are concerned. 
The blame for most of the trouble lies in the lap of the shipowners. 
They do not know what real labor relations are. They have forced 
strikes which practically are lockouts because of their unwillingness 
to bargain and because in their feeble attempt they have gone to other 
unions to solicit help to attempt to smash our unions. 

Mr. Sevier is one of the masterminds that solicited the aid of Harry 
Bridges and his Commie machine to try to beat the Sailors Union of 
the Pacific in the 1952 lockout. Not only did we fight the shipowners 
but their allies, the Communist Party leeches on the waterfront and 
uptown. Statements in the daily papers condemning our strike issued 
by Bridges—leaflets and statements condemning the sailors’ strike 
appeared. in the Communist Party rags and in leaflets passed out on 
the waterfront. The record is very clear. 

The manipulation of the shipowners against bona fide anti-Com- 
munist unions and their obvious lovey-dovey games with the Com- 
munist-controlled unions on the Pacific coast stamps their relations 
with labor as phony, and I further make a statement that I do not 
think there is any group of employers in this country who appease 
the Commies more than the shipowners on this coast. 

In fairness to the shipping industry, I must say that they are not 
all that way, but strange as it may seem, the big operators are the 
worst offenders, and I'll be happy to mention names, if you want 
them. 

In connection with this, I wish to point out the statement made by 
James Sinclair that all labor is not holding up its end either ashore 
or afloat is quite out of line for the following reasons: 

As far as the seamen represented in the maritime industry by the 
American Federation of Labor on the Pacific coast are concerned, and 
T am sure that condition goes also for other organizations in the CIO, 
the seagoing personnel are holding up their end in the maritime indus- 
try. They are doing what their “contracts call for. As a matter of 
fact, our organization has never violated a contract; we believe in 
living up to the contract once we have signed it, and no shipowner can 
come in here and tell your committee that we do not live up to our 
contract. On the contrary, the shipowners themselves do not know 
what it is to live up to a contract. They have violated the contract 
with our organization time and time again, and strange as it may 
seem, they have done that in order to appease the Communists on the 
Pacific coast waterfronts. 

They have created the jurisdictional disputes by leaning heavily 
toward the Communist-controlled unions in regard to certain types of 
work which have traditionally belonged to the sailors union. They 
have attempted to give away this work and naturally we, as an organi- 
zation, have resisted. They have given away work that was spelled 
out in black and white in our agreement, or tried to do so, and we 
have called their hand on it. They have had no excuse whatsoever 
except the silly alibi that, well, they also promised to give the long- 
shoremen the same type of work behind the scenes. 
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The trouble with the Pacific Maritime Association and some of the 
officials of that organization, or shipowners who belong to it, is they 
are in the habit of writing out one thing and doing another thing 
behind the scenes—usually in small secret meetings. That has been 
the pattern on the Pacific coast. We resent very much the remarks 
that the seamen haven’t held up their end. If and when the ship- 
owners learn how to deal with labor on the up and up and on the square 
and treat everybody alike, without trying to use one union against 
another, then their Jabor relations will be much better and will benefit 
the industry and their own shipping. It is absolutely fantastic the 
way they are doing things today. They try to use one union against 
another. 

As a matter of fact, we know from experience that the head of that 
organization who has testified here does not know a thing about labor 
relations. They have people in the lower level, so-called labor experts, 
who meet with the unions, but have no authority to settle anything— 
too many men among the shipowners deal with labor relations and 
not enough know what they are doing. One thing, however, they 
must learn, is to live up to the contract. Once you sign your name to 
a contract, that is law as far as we are concerned and it should work 
the same way for the shipowners and all other unions. That is the 
fundamental principle of a contract—live up to it, stay with it until 
the expiration date of the contract. If you are not satisfied, that’s too 
bad. pe will have to wait until the expiration date of the contrac t, 
then renegotiate a new agreement. 

On that subject, I will also state that there are many labor union 
officials who don’t tell their own members the brutal fact of the nego- 
tiations. They haven’t the guts to tell the membership and, as a 
result, they find themselves in the middle of a contract with a lot of 
trouble on their hands. That is not the fact in our organization, be- 
cause I am the head of the negotiating committee by v virtue of being 
the head of the organization. "The men on the negotiating committees 
are sailors who come off the ships, and everything is brought back to 
the men and voted on. 

If every organization did it on the up and up—there are lots of 
times when you get into labor negotiations when your own members 
will ask for fantastic demands that you can’t meet, of course. You 
have to tell them. You have to be able to tell them and lay it on the 
line. If the shipowners woke up to the fact of what they are doing, 
maybe we could get some place. 

Senator Porrer. You mean that the shipowners have violated their 
contracts time and time again? In what respect has that been done? 

Mr. Lunpenerc. They have violated it until the last year. They 
haven’t done so after they had the last year’s strike. We had a strike 
that lasted for 63 days on this Pacific coast. I would like to explain 
how that strike came about. 

No doubt the people of Alaska and all these other people who have 
been here canine have talked about these brutal strikes. This 
particular strike came about this way. We opened our agreement 
with the shipowners in 1952 in the month of February, February 28. 
We had a 2-month expiration clause in the agreement. 

We waited for 3 months. We extended the agreement twice, and 
they had 3 meetings in 3 months’ time. 
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When the membership of the organization, who had voted on a 
secret ballot, got fed up and said, “What time are you going to meet 
with the shipowners?” the Federal Conciliation Service came in, called 
both parties together and we set a meeting with them on May 26. 

We offered to pare our demands down, and I want to explain to the 
committee now that we were only asking what was already established 
in industry, and when the shipowners refused to take that, the United 
States Government stated, “We do not want the strike or lockout. 
We suggest that you submit your wage question to the Wage Stabili- 
zation Board in Washington, D. C.” 

We did so, but the shipowners refused. The next day they were 
tied up. Here is the payoff, and we say they are playing one union 
against another. This has gone on 3 months. Our agreement had 
expired. The next day a joint statement was in the papers in San 
Francisco that the longshoremen’s officials and the shipowners had 
come to a very amicable settlement for an 814-percent raise in wages. 

We were on strike. We didn’t want to go to the Federal Govern- 
ment to let them handle it, but they refused and that is what started 
the 63-day strike. 

Let me tell you the conclusion of the strike. They struck. They 
started to fight among themselves. They refused to meet with us over 
a period of time, and when we were through with them we took every- 
thing. That is exactly what happened to them. With their con- 
niving and dealing with other unions against us—we had legitimate 
demands—what do we get out of it—63 days of strike. They were 
the ones that lost. We didn’t lose because we were operating limited 
sea transportation ships, operating tankers, and we were getting along 
all right. That shows you how little they know about labor relations. 

I wouldn’t have said a thing if we had come in and asked for some- 
thing over and above what anybody else had. We didn’t do that. 
We asked to get parity with other unions in the line of extra payment 
for a 40-hour week at sea. AI] the other unions had it, the CIO and 
AFL on both coasts. That is what happened. 

As a result, we were called down by the press, accused of doing 
everything underneath the sun, and we had the whole country down 
on top of us. However, what the shipowners don’t know, the papers, 
the Chronicle, the Examiner, all those papers, Daily Press, the more 
they blast the sailors the tougher it is to get them back to work. That 
attack failed completely. 

Now, you may think that I am trying here to come in and lay all 
the blame on the shipowners. I am just defending the organization 
that I represent. I am backing it up with facts. We have dealt with 
the tanker operators on the Pacific coast for 15 years, including 
Standard Oil of California, Richfield Petroleum, every tanker com- 
pany that operates a vessel on the Pacific coast. We have dealt with 
them 15 years. We haven’t had 1 day of strike. We sit down with 
those people and negotiate an agreement. They live up to their end 
and we live up to ours. Not 1 day has been lost in a strike, and they 
claim the tankers are the toughest to deliver on the cosat. We haven’t 
found it that way, and that proves we can get along with people if 
they try to get along with us. 

Mr. Suevuiey. Mr. Lundeberg, I have heard from various sources 
that the final settlement of the strike was such that the union actually 





1096 MERCHANT MARINE STUDIES 


received more as a basis for settlement than you were willing to ac- 
cept as a base for settlement at the beginning; is that so? 

Mr. Lunvesere. That is quite so. We offered to settle for a small 
deal. We didn’t want to strike. They forced us. When they got 
us out on strike and we finally settled with them we too three times as 
much as we would have settled for, because that is the game. The 
winner takes all. 

Much has been said, and no doubt there is much in the records here 
that has not been said before the committee which will be introduced 
in the records about the high earning power of a sailor. Ships today 
carry much more cargo than they previously did. Their speed is twice 
as fast as formerly. For instance, prior to World War II and in the 
1920’s and 1930’s you had in the freighter class on the Pacific coast 
and on the Atlantic coast what is called Hog Islanders—built during 
the First World War and the West boats, used in World War I. These 
particular ships were 8,800 tons and carried about 6,000 tons of cargo. 
Their speed was about 9 knots an hour. 

Today, most of the ships are either C—3’s or the new Mariner ships. 
They carry pretty near twice as much cargo. Their speed is up to 
18 knots per hour and in the case of the Mariners, I believe, when 
opened up, they can make about 24 knots. Where it formerly took a 
common carrier about 90 days round trip to the east coast from the 
west coast, today the time is 55 days. They carry much more cargo 
today than they did in those days, and here is the payoff. You would 
think under those conditions you would have twice as big crews, but 
that is nota fact. The manning scale of ships today, the ‘fast and big 
ships, is not much more than it was in former days in the old-fashioned 
ships. Where a Hog Islander, which packed 6,000 tons of cargo and 
made 9 knots per hour, carried 11 men on deck in the 1930's, today a 
Mariner ship which packs approximately 12,000 tons of cargo and 
makes a speed from 20 to 24 knots per hour, carries 15 men on deck. 
The manning scale has been increased by four men. Consequently, 
when you ts alk about the high earning power of a seaman you must not 
forget that the manning of these vessels has not gone up according 
to the tonnage and the size of the vessel. 

Now, talking about ships, up-to-date ships, modern ships, Mariners, 
Hog Islanders, and so forth. A Hog Island ship or West ship had 5 
hatches, 4 booms forward and 4 aft. Today a Mariner has 24 booms, 
cargo booms. The deck compartment has increased, but four men can 
take care of the larger vessel. There is much more equipment to keep 
it in running shape. Everything is in favor of the shipowners on 
that end. 

Previously they packed 6,000 tons in these slow tubs that crawled 
across the ocean. Now a Mariner, if they open her up, will make 
at least 24 knots. As a matter of record, one of the first Mariner 
ships went out of New York to Hamburg in 5 days. That is pas- 
senger-ship time. You can’t beat that kind of a ship, regardless of 
what the shipowner tells you, that all the ships you build are no 
good, because you didn’t get that little cork in there for their specific 
ideas. 

I think the shipowners shouldn’t have the nerve to come in here 
and say that you don’t build the right kind of a ship, because I don’t 
see them pay anyone to build any ships themselves. The Govern- 
ment has built them. 
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Furthermore, there is a company in San Francisco here, the Pa- 
cific Far East Line, which went out and bought 3 and took an order 
for 3 Mariner ships right here. If I know that steamship company, 
they know their business and they wouldn’t have bought three Mar- 
iner ships if they weren’t any good. 

Senator Porrer. Are they on the run here? 

Mr. Lunpesere. No, they are going to build them here. 

Mr. Suewiey. The keel on the first one was laid a few weeks ago. 

Mr. Lunpeserc. I think that is the company you ought to give 
credit to. They at least spend their own dough and don’t come in 
here and criticize you after you have spent the money to build the 
ships. 

Entirely too much has been said about the earning power of seamen. 
Very little has been said about how a seaman makes his earnings. 
Take for instance, men sailing in the intercoastal run. They work 
a lot of overtime; they must in view of the fact the schedule calls 
for it. For instance, most of the time the ships in this run move 
from one dock to another, or from one port to another, usually at 
night, after 5 or before 8 o’clock in the morning, during a man’s time 
off. Consequently, when a sailor is used to move a ship he receives 
overtime. Inasmuch as these ships call into many ports on both 
coasts, naturally that runs into money, but that is due to the fact that 
a man is used over and beyond his regular working hours. 

For instance, in San Francisco, a ship may lay in San Francisco 
until 5 o’elock one night to work cargo. The sailors move the ship 
to Oakland or to Richmond, or to any place in the San Francisco 
Bay area, even up to Stockton. Now the sailors are used to doing the 
moving at night in order to have the ship ready for longshore opera- 
tions the next morning or at a certain given time. If they do not 
have the ship in a particular spot by a certain time, the operators 
will have to pay penalty time to the longshoremen for standing by. 
That is why you find this high earning power for the sailors. I know 
that all kinds of studies have been made. They hire these outfits to 
check and find out the costs and so forth. They make a rate study 
as to the sailors on both coasts, but they forget to tell you how they 
get this money. The brutal fact is that an ‘able-bodied seamen gets 
$300 for a month, which may sound big, but you must remember 
that an able-bodied seaman in 1940 received $90 a month and $17 
extra for emergency pay. 

Today a dollar isn’t worth a dollar: is it? It is worth about 4 bits. 
All right. What have vou got? You have $150 a month, that is 
what the sailors have. They don’t have $300 for a month. 

I think that the sailors—we have reduced hours that were long 
forthcoming—worked hours that no other worker in the United 
States did. We reduced our hours along with the rest of the people 
in the country. We want to follow the progress. We want to follow 
the ideas and policies and principles that this country stands for, 
short hours, good pay, and first-class living conditions. That is what 
this country stands for, and we are all for it. We are just going along 
and taking what there is. 

Likewise, inthe Alaska run. No doubt you have figures that weren’t 
read into the record but which will be part of the record given by 
Mr. Skinner reflecting the terrific earning power of seamen in the 
Alaska run. You mustn’t forget that the sailors, while in the Alaska 
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run, work cargo day and night, besides ane the ships in and out 
of ports, tying up the ships, getting the gear ready, they also handle 
the majority of the cargo in the Alaska run; ane you are on the go 
practically from the time you leave Seattle until you return to 
Seattle. That is where a man makes his “high earnings” and these 
figures are thrown around recklessly by the shipowners. And also 
do not forget that the majority of the sailors sailing in the Alaska 
run work on a seasonal basis. They do not receive steady employment 
year in and year out. 

I have sailed in the Alaska run and the coastwise run; I have 
sailed deep water and every type of ship built in this country and 
other countries. You work day and night in Alaska. There is a very 
short run between each port. Mr. Skinner said there are 93 ports in 
Alaska. You have to depend on the sailors to work practically all 
your cargo in and out there. You have a short run and you work 
cargo. You steer the ship to the next port and you work day and 
night. Naturally, you are on the go for 24 hours. That is where you 
make your money. I don’t think that is gravy money; I think it is 
blood money. 

I have worked as high as 254 hours a month in Nome Harbor, and 
there was nothing unusual about it. You get a little sleep and your 
meal hours. That is all. 

Much has been said about the valiant services rendered by the 
shipowners in the various wars and various ships, which is true; but 
nothing has been said about the backbone of the American merchant 
marine, which is the personnel without which you could not have an 
American merchant marine. Nothing has been said about the sailor 
who gets all the work he wants during a war or a near war, but in 
ordinary times he is on the beach waiting most of the time for a job. 
It is either feast or famine as far as the seamen are concerned, and, 
naturally, we as an organization would like to see a stable merchant 
marine policy which would insure bona fide seamen of a little more 
steady employment than they have today. 

But nothing has been said about the seamen. All we have heard 
so far is what horrible treatment the shipowners are receiving be- 
cause some of their ships have been tied up. I think, first of all, for 
the benefit of the American merchant marine, you must have a stable, 
bona fide element going to sea, and you can only have that when you 
have steady shipping. By that I mean sailors. 

Nobody is fighting harder to maintain a legitimate American mer- 
chant marine than the seamen themselves. Their bread and butter 
depends on American shipping and, strange as it may seem, a good 
percentage of the men who go to sea go to sea steadily for a living. 
They don’t go to sea just for a trip or ‘two to see the world, but they 
go to sea to stay there. 

Once in a while you see some fantastic articles in these magazines 
about sailors going to work with a camera in their hand and an ice- 
cream cone in the other. That is a fact. You can read it in the 
magazines. 

So I believe the committee will agree with me that the most impor- 
tant factor in the American merchant marine is the personnel, be- 
cause it has definitely been proven during both wars, World War I 
and World War II, the American seamen did not hesitate to man the 
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ships and the records prove this. When our country called upon 
us to sail the ships we did so and we intend to do so in the future. 

What is good for Uncle Sam is good for us. 

Senator Macnuson. Mr. Lundeberg, I know, and I am sure the 
members of the committee do, you and I have talked many times, 
that we have a deep interest in the welfare of the American seamen. 
We haven’t been able to do as much legislatively, I would say, as we 

would probably lke to do. 

We have made great progress insofar as legislation can help Ameri- 
can seamen in the past few years. 

We have been steady advocates of that, because surely anyone with 
any knowledge at all of this situation must have an appreciation 
of the fact that without the men, and I think our American seamen 
have come a long way in the past 20 years, we could do nothing. 
Someone mentioned here the other day that one of the benefits of 
having the American flag on the seas is that the salesmanship of 
seamen is carried to other ports of the world. 

I can remember, and you can remember—maybe you and I may 
have been personally guilty—when the seamen would come to port 
in the early days, and they would chase all the children one and 
lock all the doors. But the American seamen of today, because of 
the many things that have happened, organizations such as yours, 
and legislation that we have sponsored—I have had a lot of fights 
on seamen’s legislation, as you well know—the demeanor of the 
average seaman throughout the world is the finest. I think they are 
great ‘salesmen. 

I think we appreciate the welfare of our seamen. I know of no 
group of people who are better salesmen than the American seamen 
who sail the flagships today. 

Mr. Lunvesere. It is not the intent of my report to advise the 
committee. I know Senator Magnuson has done an excellent job. 
He is the friend of the seamen, as are Congressman Shelley and Con- 
gressman Allen. 

I have been to Washington many times and testified before many 
committees, and they always went out of their way to help me. Mr. 
Shelley was a sailor in his younger days and he has plenty of knowl- 
edge of what the seaman thinks and how he acts. 

I will further state that in my many appearances in Washing- 
ton, D. C., I have always received plenty of courtesy from even people 
who didn’t agree with me. We have alw ays had a chance to air our 
view before any committee of the Congress and the Senate. We ap- 
preciate that type of help. We have no complaint about Congress. 
Congress has not been harsh to the seaman. 

As a matter of fact, I was going to come to that later on, and 
say that the United States has been ver Vv nice to the seamen and very 
nice to the shipowners. We have no complaint. 

If all the governments in the world operated like we do, in an 
open hearing, and give everybody a chance to have his say-so, and act 
like a free man and say what he thinks, without fear of intimidation, 
this would be the perfect world. 

Senator Porrer. Without having the secret police. 

Mr. Lunpeperc. You can imagine what the Communists in Russia 
would do with me. The OGPU would take me out and shoot me. 
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PRODUCTION 


When I hear the statements of Mr. Randolph Sevier and Mr. Sin- 
clair dealing with the production and performance of the various per- 
sonnel involved in the maritime industry, it amazes and shocks me that 
these people will not come before your committee and tell the truth, or 
for some unknown reason are they afraid to tell the truth? When it 
comes to production, I believe I have explained the sailors’ side of it. 
We work under a contract; we work certain given hours a day in port, 
and at sea we stand our watches. The policy of our organization is to 
produce a fair day’s work for a fair day’s pay. 

There is no ban imposed by the seamen’s organization that if a man 
does not do his work he cannot be fired. As a matter of fact, that 
happens every day. If a sailor does not do kis work or won’t do his 
work or gets drunk on the job, he gets fired and we as an organization 
have never challenged the right of ‘the « employers to fire a man for non- 
performance. So ‘if the shipowners, as they state, don’t get produc- 
tion at sea, then the blame lies entirely with management or lack of 
proper supervision because, as I stated, and the records are very clear 
and T challenge any shipowner to make a statement to the contrary, we 
will not keep any man aboard ship who doesn’t want to do his work. 

Along those lines, in all unions, and all walks of life, you find lazy 
people and people who don’t do their job. My point is we have an 
agreement. In the agreement it is very specific that we will furnish 

capable and competent men and that they will work certain hours. 
If the shipowners do not get the work out of them, a fair day’s work 
for a fair day’s wage, they should fire them. M: any times the union has 
fired men. We never stop the shipowners from firing men. If they 
don’t produce, get another man, because the beach is full of sailors. 
The only time you don’t see sailors is when there is a war, and then 
they are all at sea. 

I think it is verv well-agreed that ships are faster and carry more 
cargo than they did before. The turnaround should be faster and 
voyages should be made quicker and, of course, the equipment is there 
todoso. The manning scale, as far as the seafaring personnel is con- 
cerned, has not gone up proportionately with the size of the vessel, so 
evidently the shipowners are in a favorable position as far as ships and 
personnel are concerned. 

Now let’s discuss another phase of ship operations, namely, the load- 
ing and discharging of cargo about which nothing has been said by the 
shipowners before this committee. I know this is a delicate subject 
due to the fact that some of the shipowners are afraid to tell you the 
truth but, we as an organization who have the interest of American 
shipping at heart will tell vou the truth. 

It amazes me to hear Charlie Wheeler, vice president of Pope & 
Talbot, talk about certain delays in the Panama Canal which have cost 
his company quite a lot of money. Delays, no doubt, occur due to cer- 
tain restrictive rules and regulations in the Panama Canal Zone. How- 
ever, that is peanuts and insignificant. The record of the Pacific coast 
as far as loading and discharging cargo is concerned, particularly in 
the harbor of Los Angeles, stinks. It is a deliberate attempt to drive 
American ships off the seas. For instance, many ships have laid for 
days and days in the Los Angeles harbor waiting for longshore gangs. 
They have been short of gangs and are still short of gangs, and ships 
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have laid as long as 5 days waiting for longshoremen to load and 
discharge the ships. 

Now, according to the figures of the shipowners, themselves, every 
day a Liberty is delayed alongside a dock without operating, it costs 
the company about $1,700 pe r day, and when you come into the bracket 
of C-3’s and C-4’s, which are larger ships and which have larger 
manning scales and carry higher insurance and have more fuel con- 
sumption, it is estimated by the shipowners themselves that for every 
ship-day they lose, it costs them approximately $2,700 per day—and 
the shipowners have the records, the books are full of them, that there 
isn’t hardly a ship or a company which hasn’t been affected by a delib- 
erate slow-down in the loading and discharging operation, in the Los 
Angels harbor area particular ‘ly. 

The reason I bring this in here, I know I will be blasted from one 
end of the country to the other, an enemy of the workers, and all the 
old Commie propaganda that goes out, is because the shipowners 
should have brought it in themselves. They are quick enough to tell 
about the high earnings of the seamen; why don’t they tell about the 
other side of the question. 

Furthermore, we are getting the blame. Attacks have been leveled 
at our organization for the condition that exists in the American 
merchant marine. I want to clarify that, and I want to challenge 
anybody, that if they have anything to say about it, let them say so. 

Senator Magnuson, I was going to bring this up later to the com- 
mittee, but this might be a good point. What Mr. Lundeberg says is 
true, that we have heard a lot of testimony about a lot of the phases 
of the costs of running ships. Without exception, the question of 
the terminal costs have been used but no figures have been furnished. 
I think that this committee has to get a complete picture, and they 
will have to find out some of the stevedoring costs. 

They don’t publish the stevedoring rates. We have had no wit- 
nesses from stevedoring companies. Rates are not uniform. They 
are made—I challenge anyone to question this—sometimes privately, 
and they are part of the whole thing. You have to publish other rates. 
Unions have to set their scales, and that is public. But the stevedore 
never publishes his rate. Terminal costs have cropped up time and 
time again in all our maritime hearings. I think we just have to go in 
and find out from some of these ste ‘vedoring companies just what is 
going on. 

Mr. Lunpeserc. That is correct. Some of the shipowners own the 
stevedoring outfits, so they ought to be able to tell you what they 
are. 

Production in the loading and discharging operation, particularly 
in the Los Angeles Harbor area, is as low as it can possibly be, and the 
overall cost of loading and discharging is the highest of any port in 
the country. Asa matter of fact, the shipowne rs, in their Pacific Coast 
European Conference held on July 9, issued a press release to the 
effect that they had gone on record to establish an emergency sur- 
charge to be applied to cargo handled in the Los Angeles and Long 
Beach Harbor due to excessive cost of loading and discharging cargo. 
As a result of these deliberate slowdowns by the longshoremen in the 
port of Los Angeles, many ships are deliberately bypassing that port. 
They cannot afford the delays, as explained before, because they cost 
the operators a lot of money, so they have in many instances brought 
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the cargo up to San Francisco Harbor, discharged the cargo for Los 
Angeles, and trucked it down from San Francisco to Los Angeles. 
Ships that have laid in Los Angeles Harbor loading perishable cargoes 
have received as low as one gang of longshoremen, and as a result much 
of the perishable cargo has been destroyed. 

What 1 am te lling | you people are facts which can be verified, and 
it is my opinion that’ certain people from the shipowners who have 
testified before your committee should be made to produce the record 
of production and the deliberate sabotage of the American merchant 
marine, in my opinion inspired by the Communist Party on the Pacific 
coast. It is to their advantage to reduce the American merchant 
marine and to reduce the effectiveness of American port facilities, and 
they are certainly doing a job, and let me tell you, the shipowners 
haven’t done anything to correct it. They are afraid to even tell you 
about it, because they live on a day-to-day basis, and no doubt if they 
exposed this condition the longshoremen would retaliate by singling 
out any one given company, and they haven’t guts enough to stand up 
and tell you ‘people what the score is. So that is why I am laying this 
on the line, and I believe it should be the duty of this committee to 
demand that the shipowners produce facts and figures. 

This particular production problem is one of ‘the mi ujor problems, 
in my opinion, of the shipowners. What is the good of having fine, 
fast ships capable of carrying lots of cargo if you can’t get ~ them 
loaded or discharged according to schedule and the delays of same cost 
thousands of dollars? If you can’t get production, then of course you 
have a problem, and that is one of the reasons the Luckenbach Steam- 
ship Co., which is operated by Mr. Sinclair, is bypassing Los Angeles 
and has given up its gulf service. Another company to do likewise 
was the American-Hawaiian Steamship Co., and numerous other 
companies have given up their service in the intercoastal run. It is 
very evident that prior to the war, 164 ships were operating in the 
intercoastal run, while-today, you have approximately 50 ships or 
thereabouts in the run. I will admit that ships are larger than they 
were before; nevertheless, there are millions of more people living 
in Pacifie Coast States than there were prior to World War L. 

Senator Magnuson. Every bit of testimony we have had on the 
intercoastal problem, the main reason attributed to their closing 
down and decline has been terminal cost. 

Mr. Lunpesera. But they haven’t laid it on the line. What is 
terminal cost? Suppose the members aboard the ship took it upon 
themselves when a ship was going to sail one day to say that they 
were going ashore and get a drink and the ship can wait until tomor- 
row morning to sail? What do you think would happen to the 

Sailors’ Union of the Pacific? The shipowners would have them in 
court as fast as they could get a writ against us. 

If it is good for ‘the Sailors’ Union of the Pac ific, it is good for the 
rest. If you have a contract, live up to it. If one organization can 
get away with it and is allowed to by the operators, they establish a 
precedent that every other union can follow. It is not strictly labor 
relations. I don’t get it. 

There is no part ‘of the country where the population has increased 
faster than on the Pacific coast and naturally with increased popula- 
tion comes the need for increased facilities, such as water transporta- 
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tion and hauling of more cargo between east and west coast ports. 
It is my opinion ‘that the shipowners are not facing facts and they are 
deliberately taking the easy route. They know fully well they could 
operate in the intercoastal run at a profit, if everybody in the industry, 

including themselves, put their shoulders to the wheel and got proper 
production not only from the seamen but also from the other parts 
of the maritime industry, such as the longshore end. 

I might add that they ought to cut out some of the deadwood over- 
head they have in some of the shipping companies and maybe they 
could reduce their costs. 

It is my opinion, regardless of whether you are paid high wages or 
not, in the final analysis it does not matter. If you can run a ship on 
schedule and know that a ship is going to run and that you get the 
proper production and a proper day’s work out of everybody involved, 
then your problems are licked. And I firmly believe that it is the 
duty of labor to go along along those lines. 

Where else can you get by with that? If you work in an office or 
if you are in a factory, you have to work certain hours and you have 
to live up to certain conditions. How are we in the maritime industry 
going to be able to ask to be an exception? We are not an exception. 
That is my point. We are believers in the labor union. We are an 
organized labor union. This organization is - oldest maritime 
organization in the world. The Sailors Union of the Pacific was 
organized here in San Francisco in 1885. It has been in existence ever 
since. It has gone through good and bad years, but it has always 
functioned. 

Other unions have come and other unions have gone. We don’t take 
credit for all of this stuff. ‘This organization was built by men who 


served on the deepwater ships, and they built a sound structure, based 
on a fair day’s work for a fair day’s wages, and that you must live up 
to your responsibility. 

All the unions should do the same thing. That is the philosophy 
of the American Federation of Labor. 


IMPROVED HANDLING OF CARGO 


According to Mr. Sevier, the United States Government should take 
on the job of finding ways and means to improve cargo equipment 
and design the proper types of ships for the domestic run. I abso- 
lutely differ with this type of philosophy. It is up to the shipowners 
and the people who run the ships to find ways and means to improve 
their equipment and design ships that fit the trade. 

I don’t see how the Matson Co. should expect the United States Gov- 
ernment to come in and build ships for them. After all, they operate 
15 ships. They are fast ships. They are big ships. They carry lots 
of cargo. The Matson Co. bought them from the United States Gov- 
ernment at a very lucrative price. The Matson Co. has practically 
the monopoly in the Hawaiian run as far as shipping is concerned, 

carrying cargo both ways. Why should they come and ask U nele 
Sam for a handout? According to the financial statement, they are 
making dough. If they are not, I don’t know why they publish it 
in the paper. 

They have their shipping hooked up with pineapples, sugar, and 
everything else. They have a cozy setup. Why come here and ask 
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forhelp? Why not spend a couple of million dollars and experiment? 
You won’t find any other ships running between Honolulu and the 
mainland that pack any more cargo than the Matson flagships, and 
they used to have 24 ships before the war. They are down to 15. 
They are bigger ships and they are faster ships; they carry more cargo. 
They are getting along. 

Coming to cargo equipment, it is very evident that the shipowners 
on all coasts, if they had any sense at all, would go into palletizing 
their cargo. They skirt around it and don’t come out cold turkey and 
tell you why they don’t go into palletizing cargo for a very simple 
reason. 

In the port of Los Angeles, for instance, when palletized cargo is 
brought down to the dock from the warehouses uptown, then accord- 
ing to the rules and regulations established by the longshoremen, which 
are evidently approved by the shipowners, the longshoremen discharge 
the cargo out of the palletizing equipment; put it on the skin of the 
dock and reload it in another palletized rig to be loaded aboard a ship. 
It is, of course, fantastic. Palletized cargo should come down to the 
dock, and does come down to the dock, and should be hooked on by 
the longshoremen, swung into the hold and that’s that. Palletized 
cargo that comes in vans or on boards, board slings, or in palletized 
boxes does not require any hand stowing. It is simply set in its place 
in the hold and is not hand stowed. 

It is very evident by that type of operation you not only save time 
but you save manpower that can be utilized in other places, and cer- 
tainly it could be utilized in the port of Los Angeles where they are 
always short of gangs. 

We are absolutely in favor of mechanization and improvement of 
cargo handling gear. We are for it and we approved it. In the case 
of the Olson Steamship Co. on the Pacific coast, which operates steam 
schooners, the sailors union worked hand in hand with Mr. Olson when 
he established the package handling of cargo and installed cranes 
abroad his ships to handle this cargo. 

When we talk about the steamship companies, let us take the Olson 
Steamship Co. It is an independent company. It has no subsidy; it 
has no monopoly on the trade; it competes with barges up and down 
the coast, railroads, and trucklines., 

They bought old ships. It is true they spent their own dough, and 
they haven’t had a sou from the Government to help them. That is 
the kind of people you ought to help, not these big fat corporations 
who have a monopoly and get the gravy anyhow. 

The lumber is palletized up north; it comes in package loads. The 
loads are swung aboard a ship by cranes and they are landed in the 
holds by sailors and, as a matter of fact, the sailors are split 4 men to 
a hatch—nobody is breaking his neck and 2 gangs are working at the 
same time. As a result, the whole ship is loaded and discharged by 
sailors; no longshoremen are used aboard these ships. This is the only 
way Olson can operate his ships on the Pacific coast because if he were 
going to operate in the conventional manner and stow the lumber piece 
by piece and discharge it piece by piece, the longshore bill would eat 
him up. He would be unable to make a go of it. That is one of the 
reasons he adopted the palletizing operation, and he, together with 
other small operators on this coast, pioneered the field. He had to 
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fight like hell without any help from the big shipowners to get this 
new type of cargo handling established. 

Let me show you a few ‘figures. Olson is loading his ship with 2 
gangs aboard the ship. The cargo is palletized. He puts in 50,000 feet 
of lumber and disc harges 80,000 feet down south. Prior to that he 
used 4 gangs and they put in about 40,000 feet an hour and dis- 
charged about 60,000 feet an hour. You can see he cut down his time 
in port and he gets more production that way. That is because he is 
using a new type of gear. You can’t use the same gear to work cargo 
that you used 50 years ago. 

Some other shipowners use gear that is old-fashioned. I have been 
in sailing ships that use just as modern gear as some of the shipowners 

are using today. It is fantastic. You would think they would go for 
that improvement. It might cost them a few dollars to start it. So 
what? They will pick it up. 

Mr. Skinner of Alaska Steam went into quite an explanation about 
handling palletized cargo in the Alaskan run. We are very glad and 
happy to see Mr. Skinner and Alaska Steam do that because not only 
is the work easier for the sailors under those conditions and everyone 
who handles cargo, but it also gives impetus to shipping; and in the 
long run it will build up the American merchant marine by reducing 
operating costs. However, Mr. Skinner did not tell you that any 
ships in Alaska where the ‘palletized cargo operation is used, in the 
hold worked by the sailors, 4 men are used, and in the cargo hold 
worked by the longshoremen, 8 to 9 men are used. 

In the recent negotiations, I asked the representative of Alaska 
Steam why they had to give 9 longshoremen in 1 hold and 4 sailors in 
the other, and his answer was, well, we cannot help it because they 
forced it on us and we expect to be able to get it out through arbitration 
perhaps a year or two from now. 

That is what I call absolutely unrealistic labor relations. You don’t 
need more than four men in the hold. We had a committee of sailors 
come here. We went over the whole problem. We can handle it 
with 4 men in the hold with 2 winch drivers. One of the four is 
a bull driver. We use a bull lift and shift the palletized cargo in, and 
so forth. That is all you need. It is an easy deal. 

Before you needed eight sailors in the hold and they had to handle 
every piece. This palletized deal is marvelous. Everybody is happy. 
Why have 1 hatch with 4 men and 9 men in another unless you have 
too much to do, and I don’t think they have the way they talk. 

Meanwhile, all this operation needs is four men to each hold. Why 
use nine? Why palletize if you are going to be blackjacked into 
carrying extra 8 manpower? That is not progress; it is paying 
blackmail. Who is paying for this? The shipper who passes on the 
cost to the consumer 

I have to give Alaska Steam a little boost because they, together 
with Olson on the west coast, had started the paletized deal. I think 
it will snowball. It will cost them a little to pioneer the field, but 
I think that is the deal. It is the coming thing, I think it will put 
more ships in the business and reduce the cost of operation, and it 
will reduce the price of ham and eggs in Alaska. 

Senator Porrer. What percentage of cargo can you do that with? 

Mr. Lunverserc. Of course, you can’t do it with such a thing as 
rail and lumber. You can do it with lumber, but you can’t do it 
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with long rails, or anything like that. But practically all general 
cargo can be done that way. You can palletize packaged goods, You 
ean palletize lumber. 

I understand Alaska Steam is going to start to package their lumber 
from the mills in Alaska to Seattle. It will be a good deal. As you 
go along, you advance. It takes a little time to sts irt. Then after one 
phase you move on to another. 

Senator Porrer. That would reduce a lot of your terminal costs? 

Mr. Lunpesere. That is right. 


TANKERS 


[ listened very attentively to Mr. Coney talk on the tanker problem, 
which interested me very much in view of the fact the sailors’ union 
of the Pacific is manning all the tankers in all departments on the 
Pacific coast, including a tanker operated by Mr. Coney named the 
Cornell. As a matter “of fact, we ora had very nice relations with 
the tanker people on the Pacific coast as far as labor relations are 
concerned, and in the past 15 years that we have had contracts with 
them, we have never had any strikes or any trouble whatsoever. Those 
ships have been running steadily without missing one day, as far 
as labor is concerned, so we take a little pride in proving to this 
committee that as far as established labor relations are concerned, 
they do exist in the tanker fleet on the Pacific coast. We get along 
fine with these people; we meet with them regularly at intervals; 
negotiate our agreements; there are no delays or tieups, so things are 
running along smoothly. 

I do, however, disagree with Mr. Coney in his request that the 
committee go to work and try to take from the Navy 55 tankers now 
operated by them and turn them over to private operators. The 
reason is very specific, First of all, these Navy tankers are operated 
by private companies who receive certain fees. They are operated 
with civilian merchant-marine crews and, as a matter of fact, we 
have contracts with 2 companies that operate 27 tankers for the Navy 
on this coast. The other two companies have contracts with an east- 
coast union. We operated Navy tankers during the war for the War 
Shipping Administration. Approximately 150 tankers were manned 
by our men during the war on this coast alone, and since the war we 
have operated the same tankers for the Navy through private com- 
panies, which is a very nice arrangement; and I am sure that no 
tanker company can compete in this type of operation with the 
Navy. 

The reason I am a little amazed at Mr. Coney’s statement is the 
very fact that after World War II in 1945 the world market for 
tankers was very, very lucrative. As a matter of fact, there were not 
enough tankers available, and as a result all American tanker opera- 
tors were operating their own tankers at very lucrative freight rates 
and made plenty of money with tankers they had bought from the 
United States Government under the Ship Sales Act. 

I might say that Mr. Coney had a 5-year contract with his tanker 
running oil over to Europe, so he wasn’t ‘losing anything. 

It was impossible for the Navy in those days to get private operators 
to carry Navy cargo except at a freight rate that they could not possi- 
bly pay. It was too fantastic: ally high, and as a result, when the Navy 
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attempted to get private operators to do it, they couldn’t get them 
so they had to operate these tankers the way they are operating them 
today, and I might say they are operating them just as cheap as any 
private operator who is operating his own ship. 

Now that the “gravy is skimmed off” in the tanker run and bottoms 
are becoming plentiful and there are a few American tankers laid 
up, all of a sudden the independent tanker operators want the Navy 
to terminate their contracts with these private companies and turn 
over the hauling of gasoline and other petroleum products used by 
the Navy to private operators. I think it would be absolutely ridicu- 
lous to do so, due to the fact that once an independent private operator 
got into the field, he might take a job at a cut-rate price today but it 
wouldn’t be long before ‘he would raise the price; and I am sure that 
the Navy knows that. 

Furthermore, I do not understand how independent operators can 
have the nerve to come into this meeting and make such a request of 
the committee, because in the case of Mr. Coney, for instance, he has 
1 ship operating under the American flag, and he has 2 ships which 
were built about a year ago in foreign yards and which have operated 
for a year, with cheap foreign crews, behind the Liberian flag in com- 
petition with American tankers. Now, what does Mr. Coney and the 
independent tanker operators want? Evidently they want to get the 
“gravy” in this country and at the same time operate tankers under 
foreign flags at cutr ate prices and not pay any taxes to this country, 
using cheap labor—it doesn’t seem to me that this is right and I don’t 
believe the committee will think it is right. 

On the tanker problem, I believe I tried to explain why I think 
the Navy should operate those tankers. We are dealing with them. 
They are using civilian crews. We have a contract, not with the Navy 
but with the operators on those. They are meeting all the standards 
of the business. 

I know for a fact, and Senator Magnuson, Mr. Shelley, Mr. Allen, 
and the rest of the committee know that after 1945 you ‘couldn't buy 
a tanker. Tankers were at a premium. They got any work they 
wanted all over the world. They bought the ships under the Ship 
Sales Act and they got the “gravy.” The Navy had a certain amount 
of products they must move at all times. These people weren’t of- 
fering their services to the Navy, then; no, they didn’t. Only now 
when the charter market is down do they want that work. 

I am talking about the independent tanker operators. When I say 
the “independent tanker operators,” I am speaking of the noncom- 
mercial carriers; Standard Oil, and those are the industrial carriers. 

Now, these people, practically all of them, operate 1, 2, 3, or 4 
tankers under the Panamian or Liberian flag and have 1 or 2 under 
the American flag. They want to “skim the gravy” and say, “Help 
me out,” but they are out there beating down the American seamen, 
cheating on their taxes, and so on, and who benefits by that? 

Do they buy anything in this country? Do they repair their ships 
in the American shipyards? Do their crews spend their money here? 
Like hell they do. 

How does that benefit the American merchant marine? I can’t 
see that it does whatsoever. 

Mr. Sueuiey. Are the crews of those ships screened ? 
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Mr. Lunvererc. The crews of those ships are signed up anywhere 
they can get them. They are Japanese. Some are Italians. Some 
of them are anything they can get hold of. They can go to the 
cheapest market in the world and pay the lowest price. 

Once you sail on a Panamanian ship as a sailor, or sail in a Liberian 
ship, you have no protection of the American law, you know. They 
ean just fool around with vou. 

Not so long ago we had an experience along that line. We tied up 
a few of those ships and put them out of business on this coast. One 
of those ships came in to San Francisco flying a Panamanian flag. 
owned by a Greek, with Italian crews. They had $35 or $50 a month. 
That ship was getting cargoes into Japan for $12 a ton. An American 
ship couldn’t operate that way. They were paying $50 a month for 
able-bodied seamen, They worked any hours, short crews, cheap 
crews. 

The crew came to us. We tied the ship up. They wanted me to 
represent them. I said, “Sign on the line. You want a sailors’ 
union.” We tied the ship up. 

Two days after we knocked them off, we raised the wages to $150 
a month and gave them overtime. We got them some food to eat 
and so forth, and made them pay back wages from the time they 
shanghaied those poor Dagoes out of Hamburg. Their back wages 
cost them $42,000. We raised the skipper’s wages from $150 a month 
to $600 a month. The man pretty near fainted. He had a suit of 
clothes on him that was about 14 years old. 

He said, “I will be a big man back in Italy.” He said, “IT am going 
to have them make a statue of you in Italy. * Maybe that is a joke, 
but that is what he said, anyhow. That is the condition. 

We have made them as nearly competitive with the American ships 
as we could. 

We had a Liberian ship into Portland. We tied her up for 314 
months with the aid of the Metal Trades. It was absolutely the worst 
kind of conditions that you ever heard of. I started to go to sea 
many, many years ago, and the condition that existed in that ship, 
and T have sailed in the ships of many countries, I have never seen 
the like of before. 

Liberia, I understand, is a republic down the African coast. That 
country could not afford an American merchant marine. All they 
need for their own economic needs is a couple of canoes. That is all. 
Now, today it is one of the big maritime powers of the world. What 
gives? Those poor natives down in Liberia, do they get any benefit 
of that big merchant marine? Do the natives in Panama get the 
benefit of the Panamanian merchant marine; No; they don’t get 
anything out of it. Who gets it? <A few fly-by-night Greeks and 
shipowners who beat their own government out of taxes, beat the 
seamen out of the real wages he is ‘entitled to, and don’t live up to the 
safety conditions of the world. 

What happens? They are taken on the gravy train. What country 
benefits? This country certainly does not benefit. No other country 
benefits. It is fantastic. 

Senator Porrer. What percentage of American-owned tankers fly 
under foreign flag? Do you have any idea? 

Mr. Lunpeserc. Mr. Senator, I couldn’t tell you. 

Senator Porrer. It is a considerable number ? 
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Mr. Lunpexere. It it quite a lot. As a matter of fact, quite a lot 
of the American tankers built during the war, T-2’s were sold under 
the Ship Sales Act and transferred to Panamanian flag and Liberian 
flag. I don’t know how many, but it is a substantial number. 

Senator Magnuson. We have the figures on them some place. I 
night say that on many occasions we have tried, and we have said so 
publicly and privately, to frame legislation that would try and stop 
that, but we have run into some legal constitutional difficulties. 

So we have tried or said to ourselves that we should make and, | 
have said this many times, create an atmosphere whereby an American 
would be proud and very willing to fly an American flag rather than 
the Panamanian flag. We have all kinds of testimony. 

Standard Oil Co. blandly came before the committee and said that 
they are going to build 3 new tankers unless they could get permission 
to transfer 6 other tankers to the Panamanian flag, they were going to 
transfer the new ones to the Panamanian flag. 

They pile up reserves down in Panama for the Panama Oil Co., 
which is their subsidiary, and they bring them back into the country 
only when the tax situation is propitious for them, which is nothing 
but tax evasion. 

Mr. Lunpenerc. That is right. That is a scandal. 

Senator Maanuson. They have built tankers in New Jersey and 
sent chartered airplanes to Italy to pick up crews and fly them into 
New York and put them aboard the tankers, when in the hiring halls 
in New York there woul be seamen on the beach looking for a ship. 

Mr. Lunpesera. You are right, Senator. But the teem A part of 
that is this. You know, they say in the case of an emergency we can 
commandeer those Panamian ships back to the United States. 

Senator Magnuson. You can’t at all. 

Mr. Lunpeserc. They are using a lot of Italian crews at the present 
time. With all due respect to the Italians, the Italian seamen’s or 
ganization is controlled lock, stock, and barrel, and so is the French 
seamen’s union, by the Communist Party. 

How much chance do you think you are going to have to divert a 
Panamanian ship with an Italian or French crew into an American 
port in case of an emergency? Let’s be realistic. 

Senator Magnuson. In 1950 there were over 2 million deadweight 
tons flying the Panamanian flag, and about 96 percent of those ships 
have never even seen Panama, and in those days you could get your 
license by going down to the Panamanian consul in New York and 
giving them a dollar. 

Mr. Lunpeperc. Even the Panamanian flag is getting too expensive 
for some of these chiselers now, and they switched to the Liberian 
flag. 

Senator Maenuson. And Honduras. Most of them can’t even get 
into Honduras. 

Mr. Lunvepera. That is right. 

Mr. Coney is not the only independent tanker operator who does 
this; practically all the independent tanker operators have some ships 
under the American flag and others under the Panamanian flag or 
Liberian flag or any flag where they can operate cheaper. If that 
is building up the American merchant marine, I don’t understand it. 
First of all, they are beating the American shipyard workers out of 
making a living by building tankers in foreign yards; secondly, they 
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are beating the American seamen out of earning a living by hiring the 
cheapest kind of crews; thirdly, they do not pay the United States 
Government any taxes from the profit derived by operating foreign 
ships, so consequently this type of operation, in my opinion, does not 
help the American merchant marine, and, therefore, why should these 
people be given any consideration in having their American ships 
carry Navy cargo? I don’t think it isright. Asa matter of fact, not 
only in the tankers but also on an overall basis, no American operator 
who operates foreign ships should be given any kind of consideration 
by the United States Government. They are only out for the “fast 
buck” for themselves and do not care about building up the American 
marchant marine. This has been proven. 


SHIP SALES ACT 


When the Ship Sales Act went into effect in 1946 to do away with 

surplus ships acquired by this Government during the war, one of 
the biggest mistakes in the world was made as far as the American 
Government is concerned, Conditions were such that foreign ship- 
owners were able to buy American-built ships paid for by American 
taxpayers at a very lucrative and low rate and the conditions which 
they could pay them under, particularly, were very easy financially. 
All they had to do was pay down 25 percent of the cost of the par- 
ticular ship they bought and as long as their Government backed 
them up and stood good for that 25 percent, they didn’t even have 
to put that down. Asa result, every Greek west of the Mediterraneau 
flocked into the United States and grabbed hold of some of the finest 
ships for themselves that were built by this country without paying 
anything down. The only thing they had to do was to get the guar- 
anty of their own Government that they would pay, and their govern- 
ment changed from day to day at that particular period. 

Well, of course, you gentlemen know what has happened with those 
particular ships, both the tankers and dry-cargo ships. These par- 
ticular operators, I am talking about the Greeks now, organized mul- 
tiple corporations. For every ship they have a different corporation, 
and they swindled and went around Government rules and regulations 
in such a manner that they even cheated the United States Govern- 
ment. As a result of that now, quite a few of these ships have been 

taken back by the United States Government. No doubt the Greeks 
don’t care anything about that because they made their gravy between 
1945 and this year, . while shipping has been exc eedingly_ good, freight 
rates have been high and the market has been in need of shipping. 
They have made their money, so what do they care now if the Gov- 
ernment takes the ships back after the ships have become run down 
and are in a condition where they are of no use to them any more in 
the competitive market. The manipulations of some of these ship- 
owners are fantastic. For instance, they get 1 of their cousins and 
form a new company; they sell 1 ship they bought from the United 
States Government, a Liberty, for instance, for $550, 000—which was 
the price—and they run around, form another company, and have a 
nephew run that and sell the ship for $350,000 to their nephew in 
another corporation, so they write off a loss of $220,000. That is the 
way they operate their business, these characters. 
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The manipulation by these people is unbelievable, and it has been 
going on right under the nose of the Maritime Commission and the 
kederal Maritime Board. How the Maritime Commission could let 
them get by with this is something not only we, but many, many 
American citizens are wondering about. When Senator Magnuson 
stated that the y are opposed to anybody coming in here and stealing 
the “gravy” from the trade in good years, I heartily agreed with him; 
however, I don’t agree with him that that has been done too much in 
the coastwise trade. That certainly has been the pattern, particularly 
in the last 8 years in offshore ships. These people got away with high- 
way robbery, bought American ships at bargain rates, transferred 
them to Panamanian or Liberian registry, turned around and received 
lucrative cargoes under the Marshall plan, Military and Economic 
Act plan. They really got in on the “gravy train” at the expense of 
the American taxpayers, and in turn contributed nothing to the Amer- 
ican merchant marine. They exploited the American ships, thumbed 
their nose at Uncle Sam, and lived the life of luxury. 

During the recent coronation of the English Queen one of the big- 
gest shipowners in the world, a Greek—lI forget his name now—who 
recently bought all the gambling establishments in Monaco, who has 
also big offices in New York and in London, operates ships under the 
American flag, Panamanian flag, Liberian flag, English flag, or any 
flag at all where he can squeeze out a dime, showed up at the corona- 
tion with one of the biggest yachts in the world, and when they were 
seated at the table everybody was eating out of gold plates. Eisen- 
hower couldn’t afford to keep a yacht, but a Gree 4k can afford to kee p 
a yacht. 

That happened to be the fact. I happened to have been in Europe, 
and I was told that through a representative of the English seamen’s 
union. They had a man aboard. 

Senator Porrrer. He wasn’t one of the Greek operators trading with 
China at the same time, was he? 

Mr. Lunpeserc. That was probably one of the sidelines. Anything 
for a fast buck. 

Who do you think paid the bill?) Who do you think made it possible 
for this Greek to put on a show like that? The absolute negligent 
policy of the American Government through the Maritime Commis- 
sion. 

These are the thieves and the pirates that should not be allowed to 
appear before your committee and ask for any relief whatsoever. 
Any company that operates an American ship and also operates for- 
eee flag ships in competition with American ships, or operates period- 

rally, should not be given any consideration whatsoever, and we 
mace request and recommend to the committee that legislation be 
pe ssed to the effect that no American operator who operates foreign 
ships will be given any consideration whatsoever in the line of sub- 
sidies or help of any kind from the United States Government in their 
shipping projects. 

RECOMMENDATIONS 


1. Communist-controlled unions. should be denied collective-bar- 
gaining rights. 

Senator Butter. How do you go about that? 

Mr. Lunpeperc. Pass a law. Why should you allow the United 
States Government today, on a worldwide basis, spending billions of 
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dollars to establish the defense for the benefit of this country, fighting 
Communists internationally, when you have to fight them nationally, 

Senator Butter. Have you read Senate bill 1606, now pending be- 
fore the Judiciary Committee ? 

Mr. Lunpesere. No: IT haven't. I know a lot of people wouldn’t 
agree with me in the labor movement. 

Senator Burier. I will send you a copy of the bill on it, and I 
may ask you to come to testify. 

Mr. Lunvesera. I will be glad to. I don’t think anybody who 
doesn’t believe in this country, work for this country, should have 
any right whatsoever to represent legitimate American workers. 

Senator Burier. You feel that the right of representation is a very 
sacred right, and anybody suspected of communism or any real show- 
ing of communism, should be denied collective-bargaining rights? 

Mr. Lunprperc. Absolutely. 

Senator Butter. I will send you a copy of S. 1606, and please give 
me a report on it. 

Mr. Lunpenere. I will be glad to comment favorably on a bill to 
deny the Communists the right to represent American workers. They 
should go back to Russia and try Joe Stalin’s type of unionism, repre- 
sent the commies over there and see how thev do it in a Communist- 
controlled ship. You work from 6 o’clock in the morning to 6 o’clock 
at night alongside the dock. You have a political commissar. You 
don’t answer to any union. 

If you tried to strike under the Soviet svstem, listen, they’d line you 
up against the wall and knock you off. They haven’t got a union in 
the Soviet Government. They have political commissars. They 
have no conditions whatsoever. 

The fatherland is not like the Communists try to tell you. The 
people who like this system so very well which I have expounded here, 
onght to go back there. You know what Joe Stalin would do with 
those characters. They would dig a few trenches and knock them 
over and that would be that. You don’t see them running away over 
to Communist Russia. They want to come here and disrupt this 
country. 

[ speak with a little bit of understanding of this program. I wasn’t 
born here myself. I didn’t come here as an immigrant. I came in as 
. sailor. I am proud of being an American. I am proud that I 
happened to choose this country 

I tried many countries not only as a sailor. I drifted around on 
the beach in many countries all over the world. I finally came to the 
United States. I said, “This is the place for me.” And the more 
I stay here the better I like it. This is my country. 

Senator Burier. Something was said this morning about a visit 
to Washington. I may summon you before my subcommittee, which 
is a task force of the Internal Secur ity Committee considering legis- 
lation dealing with communism in American labor unions. 

After I have sent you a copy of this, I would like to have you 
consider it and let me know whether you would like to come to Wash- 
ington and testify. 

Mr. Lunpenere. I would be glad to do that, glad to do anything 

Senator Burrer. Because legislation is needed. There is no way 
under existing law to carry out your first recommendation. We all 
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know that Communist-dominated unions are certified by the National 
Labor Relations Board to represent American workers. 

Mr. Lunperere. That is right. They should be driven out of the 
labor movement completely. I can come in before your committee 
with clean hands. 

Senator Burier. I will join wholeheartedly with you. I would 

like your support. 

Mr. Lunpenerc. The Sailors’ Union of the Pacific, in its effort in 
fighting communism, I think is outstanding in this country. We have 
fought them, and I think Congressman Shelley can tell you, and 
Senator Magnuson, that in many years past when other people thought 
we were crackpots, we kept up a steady fight. 

You can’t be a member of the sailors’ union if you are a commie or 
even breathe like a commie. 

Senator Burier. That is very good news. 

Mr. Lunpeperae. That is in the constitution. 

Recommendation No. 2: Shipowners and all labor unions should be 
made to live up to their agreements. 

That is a fundamental principle on labor relations, and I know that 
Congressman Shelley and Senator Magnuson and all you gentlemen 
agree on that. Whether you have a good or bad agreement, it doesn’t 
make any difference, because you must live up to the agreement and 
wait until the expiration date of the agreement and renegotiate. That 
goes for the operators as well. You have to be on the up and up. 
That will cut out all this fighting and bickering about small things 
you have; you have to live up to your agreement. 

Asa matter of fact, many times when I have made deals with opera- 
tors, I haven’t even put it in writing. When I deal with people I 
trust, they don’t have to put it in writing but I live up to it. You 
have to be that way. Why chisel? You always have your chance to 
get back. When your agreement expires | you can get back at him. 

Recommendation No. 8: Panama Canal tolls should be eased off for 
American-flag ships operating in the intercoastal trade. 

I thoroughly agree with Mr. Sullivan, and I think he made a very 
good statement from the maritime committee of the Los Angeles 
Chamber of Commerce, a very able statement. 

And I believe in his recommendation, that they should be given 
American ships in intercoastal runs, runs between two American ports 
should be given a little leeway in the Panama Canal tolls. 

Mr. SHetiey. Would you say at that point that in both World 
War I and World War II that the keystone of the defense fleet that 
we acquired were the coastal and intercoastal ships / 

Mr. Lunvesera. | agree with you, Congressman Shelley. I am glad 
you brought it up. Prior to World War II, there were 164 inter- 
coastal ships and 74 vessels on the coastal trade. They were immedi 
ately commandeered by the United States Government, and that is the 
kind of ship you need in an emergency, not the ship that is flying the 
Liberian flag down the Persian Gulf. You can’t get that ship when 
you need it. You had them on your own coast, coastwise and inter 
coastal. 

You can get modern ships there. They have modern ships. C-—3’s 
and C—4’s aren’t bad ships. Everybody cries about the fact that that 
ship is no good. They can pack lots of freight. You can open them 
up. That is the kind of ship you need in this country, so you can 
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lay your hand on it, not the ship drifting down the South Pacific so 
that some commie submarine can knock it off and not run by Italian 
crews to go into some commie-controlled harbor. 

The same thing goes for shipyards. Common sense will tell you. 
Where are the big shipyards of the world? Where are the activities 
today? In Great Britain, Glasgow, up the Clyde River, and Ham- 
burg, Copenhagen, Italy, Sweden, and Holland. 

Senator Burier. Rotterdam. 

Mr. Lunpepera. In the event of a war, what do you think would 
happen with Russia? They would move in there so fast you wouldn’t 
be able to stop them. They would control these particular yards, 
which are well equipped. Today they are standardized. They build 
fast ships and good ships. All that equipment will be available to 
whoever gets in there first. There is no guaranty that the United 
States will get in there first. You can’t gamble on a chance like that. 

You need the maintenance of these shipy ards. Inthe United States 
you have nothing. The American shipyards and the American ship- 
yard workers who did such a wonderful job during the last war, put 
out 50 million tons of ships, first-class tradesmen, they know their 
business; it is folly for this country not to keep those yards in working 
condition and be prepared for an emergency. You are going to have 
to depend on them again, I am pretty sure. 

Recommendation No. 4. A construction subsidy should be granted 
to intercoastal and coastwise carriers. This would maintain well- 
equipped shipyards and also maintain skilled manpower in the yards 
and also give the operators a chance to develop ships fitted for their 
partic ular trade. 

I don’t know if this is feasible or not, but I believe they should 
receive construction subsidies, because I know there are operators in 
the business who would like to develop new types of ships. The cost 
is too much for them. So the Government should give them a con- 
struction subsidy, and put him on the same footing as the other ships 
receive today. 

Recommendation No. 5. Coastwise and intercoastal shipowners 
should be allowed to charter idle Government-owned ships at a token 
rate of $1 a ship a year. 

You will think I am a shipowner when I tell you that. I know 
I will get lots of opposition from that. I have one specific reason. 
You are talking about building up the intercoastal trade. Some of 
the shipowners are weeping. All right, give them a chance. Give 
them the ships. They are laying up in the yards, anyhow. A ship 
is like a house. If you don’t live in it, it deteriorates. 

Make them put some modern equipment in it and see if they mean 
business about building up the intercoastal and coastwise trade. 

Senator Porrer. Ships would be much more ready by being in use 
in the trade than in the reserve fleet ? 

Mr. Lunpesera. I think so. I am in favor of giving them any 
break in the world. 

Recommendation No. 6. Coastwise operators should be allowed to 
buy idle Government tonnage at a reduced rate, such as Liberties, etc., 
that could be used in the coastal trade. 

There would be a little change of the equipment. I know that the 
Ships Sales Act is closed. But I also know there is an emergency 
loophole in it. I think you ought to give the powers to whoever is in 
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charge of that, the Secretary of Commerce, to use it when he sees 
there is an opportunity like that. Let these people charter and let 
them buy a ship; as long as they are in the domestic trade, and have no 
other subsidy, like Alaska Steam, like the Coastwise Line, the Olson 
people, let them get in there and get hold of some of these ships. 

Senator Porrer. That is for a specialized trade ? 

Mr. Lunppere. That is right. 

Recommendation 7. Barges at the present time operating on the 
Pacific coast lumber run should be made to maintain proper manning 
scales for the safety of navigation. Barges as such are no benefit to 
the American merchant marine. They are only in to skim the gravy in 
the summer months. 

As I explained, the coastwise operators have a terrific problem. 
They have to compete with barges that run in the summertime only. 
They haven’t amanonthem. There are 2 or 3 barges behind. They 
are a menace to navigation. If you read the paper this morning you 
will see one drifted out here with a couple of million feet of lumber in 
the water. They haven’t a man aboard the ship. They are pulled by 
a towboat, with 10 men aboard the ship. They are in it in the summer- 
time when it is good, and then they get out. 

The Coast Guard is very negligent. If they are going to operate 
barges on the coast here, they should have manpower on the barges. 
They don’t help build up the American merchant marine. They 
ought to get after them. 

Recommendation 8. Ship operators should be made to modernize 
their cargo operation before they come in and ask the Government for 
any more handouts. 

9. No form of Government aid to operators who operate ships in a 
dual capacity, meaning some ships under the American flag and others 
under foreign flag. 

10. No Panamanian, Liberian or fly-away flagships should be 
allowed to carry any military aid or economic aid cargo out of this 
country. 

No American-built ship should be allowed to transfer to a for- 
eign flag. 

These are a few suggestions that we put forward on behalf of the 
seamen afliliated with the American Federation of Labor. 

Mr. Senator, that is about all I have. I just want to make a couple 
of remarks on the bulk cargo, bulk carriers. The bulk carriers, and I 
think you will have to face the problem sooner or later, are an impor- 
tant problem. You will have to go into the construction of bulk 

carriers, because I understand that approximately 90 million tons of 
ore is coming in here in the next 5 years. There is no reason why 
they shouldn't be built. 

Senator Porrer. We don’t have a one at the present time. 

Mr. Lunveserc. No. They are building them in Sweden now. 

Mr. Suetiey. And Japan. 

Senator Butier. I tried to get that act amended, that is now 
pending. I think it is before the House Merchant Marine and 
Fisheries Committee, but the House committee turned it down. 

Mr. Lunpepere. I think that is not sound. 

Senator Porrrer. That need is going to increase as the years go on. 

Mr. Lunpepera. Absolutely. 
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Senator Porrer. As a matter of fact, your friend told me that if we 
pressed the amendment, the whole legislation would fail and that we 
had better withdraw it. You might do some work on that. 

Mr. Suerzey. There are a lot of jobs I will willingly take on, but I 
always hate to tackle an impossible job. 

Mr. Lunprserc. As to the bulk carrier, take Kaiser on this coast, 
He has three ships carrying gypsum and cement. He has very mod- 
ern equipment. He put it in in Oakland. An American shipyard 
worker puts in the finest equipment in the world. He is handling 
gypsum. He loads 400 ton an hour down at Santa Maria and he 
discharges 480 ton an hour with 2 men in the ship, 2 scraper men to 
scrape it down. 

Mr. Suetiey. A conveyor system ? 

Mr. Lunpvesera. Yes. It is wonderful gear. If he were going to 
use the railroad, that would cost him $7 a ton on a 200-mile haul, 
but with a ship it costs him $4.50 a ton with a 1,000-mile haul, and 
he has American crews on his ships with the highest wages in the 
country. 

As a matter of fact, I have to commend him for that tvpe of opera- 
tion. They have installed, at their own cost, a lot of new equipment. 
I think we have to think seriously about this. I talked to one big 
shipowner in this country. I tried to get him to build in American 
yards and use American crews. He is going in the oil business. | 
pretty nearly had him convinced, and we were going to do the best 
we could with labor. We were going to guarantee him a steady op- 
eration. We pretty nearly made a deal, but there was a difference 
of 50 cents as to what they could operate with us and a foreign crew. 
So now he is building his ships in Sweden. 

I begged and pleaded with him. I said, “Give us a chance to 
operate those ships. You will have no trouble. Give us a break.” 
I worked for 3 months. 

Mr. Suetxiey. Congressman Garmatz has a bill in. Congressman 
Fallon also had one in. You had one in, Congressman Allen. I had 
one. You had one, Senator Potter. We haven’t been able to get 
the nod from the preceding administration or this administration 
to date on the construction of ore vessels as part of the American 
merchant marine fleet. 

Mr. Lunpenerc. It would be a wonderful thing in the case of war. 

Senator Porrer. It will be tragic if we don’t have it. 

Mr. Suetrry. We will be caught napping for sure. 

Mr. Lunpreerc. I just want to comment slightly on the bankers 
wanting to build foreign ships. I didn’t understand what he was 
aiming for. I thought this committee was to hear people interested 
in the American merchant marine. 

If we are to loan money in foreign yards, who gets the profit—the 
bank? 

I think the Gray report is detrimental to the American merchant 
marine. I don’t think it is an official report any more. That com- 
mittee went out of business when Eisenhower took over. 

I want to say that I think the State Department has interfered 
entirely too much in the Maritime Administration. I don’t know 
whether they do now, but they used to. They used to tell the Mari- 
time Commission what country to give the ships to, and the policy 
of the State Department was that we don’t need a big American 
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merchant marine, that we will depend upon our allies. They should 
have the ships so that they can make the American dollar with 
it and buy products of this country. 

Senator Porrer. It is surprising how many people believe that 
today in Washington and high places in Government. 

Senator Magnuson. It hasn’t changed at all. It is the same. 

Mr. Lunpeserc. Jones, when he was Secretary of Commerce, had 
the same attitude. I think the philosophy of the State Department 
is—it is fantastic. Since the United States became the do-gooder and 
caretaker of the whole world, I would like in a small way to com- 
ment on what they have done to the American industry. 

They have started the South African country in the ship business. 
They never had ships before the war. Switzerland is operating ships. 
Yugoslavia is operating ships; Panama; Liberia. Every place in 
the world who never had a merchant ship has a ship. Where do 
they get them—State Department lend-lease. 

Senator Porrer. Do you think it would be desirable if we endeav- 
ored to aid the American merchant marine by amending the foreign- 
aid bills tha. come before the Congress ¢ 

Mr. Lunpepera. Yes. I think that you will recall the fight there 
was to get the 50 percent—— 

Senator Porrer. And they still oppose it. 

Mr. Lunvesere. I testified before Senator O’Conor’s committee. 
Senator Vandenberg was there. Senator Knowland of California was 
with me. As a matter of fact, he put in an amendment on the floor 
of the Senate to include the 50 percent, but what a terrific fight it was. 

They wanted to give away everything, give away the ships, give 
uway the cargo—— 

Senator Buriter. They still want to do it. 

Mr. Lunpepere. What is the matter with the people? Are they 
working for the United States Government or working for somebody 
over in Europe! They get awed by some of these connivers over in 
Kurope. They are all experts. They wine them and dine them and 
give them a sad stor y. You know, these people are terribly bad off. 
You have to help them. I think it is about time they start to stand 
on their own feet in all parts of the world. 

You can’t have this country, have our country, bled white in order 
to keep the rest of the world on dole. They have to stand on their 
own feet somewhere along the line. How much can you give? 

Senator Porrer. Mr. Lundeberg, I, as one member of the commit- 
tee, wish to thank you for a very comprehensive statement. 


STATEMENT OF PHILIP 0’ROURKE, MARINE RADIO OPERATORS 
UNION 


Mr. O'Rourke. Would you like to comment on Mr. Gallagher’s 
proposal with regard to the Liberty ships and improving their speed 4 

Mr. Lunpepera. I am not a technical expert. I will say this: I am 
for any plan or for any man who has even got enough gumption to 
start something to benefit the American merchant marine. Appar- 
ently Mr. Gallagher and Mr. Gibbs have studied this. I think it ought 
to be given a try 

Anybody who takes enough time to try to improve the merchant 
marine, I think should have consideration by the committee. I don’t 
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know the technical part of it. I am just a sailor. I think it should 
be gone into. I don’t think the cost would be too bad. You can try 
it out, anyhow. 

Mr. Sueiiey. I asked Captain May if he had any comment to make 
on the recently announced policy of closing the Federal maritime 
training schools. Have you any comment to make on that? 

Mr. Lunpesere. Yes, I have a comment to make. I am glad you 
brought it wp. 

Mr. Suetiey. Also on Federal support for the State schools. 

Mr. LunprserG. | would suggest that the Maritime Administration 
go through with its plan to close the maritime training program, and 
take the money they save and put it in the marine hospit: als that they 
are trying to close up. I will tell you the reason. There is no neces- 
sity of any training at this particular time. 

During the war, the United States Coast Guard issued a half- 
million seamen’s certificates, and they are in every nook and corner 
of this country. They had big schools. They broke in mates, and so 
forth. They broke in seamen. They broke in messboys. 

Senator Porrer. Are you talking about Kings Point? 

Mr. Lunpeserc. The one down here in the Catalina Islands. It is 
just a typical example. I brought the figures of what it cost the 
United States Government during the war. I have sent those to 
Washington. It cost $900 for every messboy that went aboard a 
ship. ‘They were using them down there; giving them uniforms. They 
had them in training down there mowing the lawns, at parties. They 
had one at Cuida Point, and they had pamphlets out there to induce 
the men to come in the American merchant marine showing moonlight, 
uniforms, and a blonde. That isa fact. That was some of the propa- 
ganda. They had balls. It was fantastic. That was cut out. 

The Sailors’ Union of the Pacific, our organization, has conducted 
its own training program for 15 years. We have never asked the 
Government during the war to help us furnish the manpower. We 
trained them ourselves, together with the State vocational setup here 
in the city of San Francisco. 

We had a small yacht. We had it during the war. We have at the 
present time three lifeboats going steady where we train the boys in 
the use of the lifeboat, and so forth. We have a school down at the 
Sailor Union Building, where a man can learn to advance himself as 
far as being an able seaman, wire, rope, canvas, and so forth. It is 
a very simple operation. You don’t need any big operation for that. 

[ am of the firm belief that when a man goes to sea, particularly 
when you have the system that you have today, and which is the only 
system, you serve as a seaman only so long. At least for 1 year you 
must sail asa seaman. He was called a boy in the old country. Then 
you go for a blue certificate. That doesn’t qualify you as an able- 
bodied seaman. Then you can sail, or a limited number of men can 
sail, for a ship. After 3 years, you become an able-bodied seaman. 
Then you go before the Coast Guard when they are open for examina- 
tion. You have to learn your business aboard ship. You cannot learn 
to be a sailor ashore. 

That is absolutely out of line. As far as the officers, I don’t believe 
that the United States Government should take a bunch of people 
and say, “You are an officer. Put on a fancy uniform. You can’t 
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operate an American merchant marine under those conditions. I 
think I can illustate it by a story. 

Back 25 years ago, when I was sailing out of the port of Seattle, 
I shane I would advance myself and become an officer and gentle 
man. So I went up to the YMCA. They conducted a navigation 
school, and I paid them $100. I showed them 5 year’s sailing time, 
which you had to have. I got a second mate’s license. It cost me 
$100, and it made me work harder to get it because I couldn’t afford 
to stay on the beach. 

The thing is, in order to get a qualified man you have to come 
through the hawsepipe, and you have to know the business right. 
That has been the tradition on American ships ever since the days of 
clipper ships. 

And the mates in the United States merchant marine are the fastest 
and toughest sailors in the world. Do we think they went to Kings 
Point—no. They c ame up the hard way, and they handle some of the 
fastest ships in the China trade, aroun q the Horn. They were sailor- 
men. They knew their business. 

I am a firm believer that a man under the system today, if he wants 
to be a licensed man, can do so. And you ms ake enough money going 
to sea, anyhow, to go to school and get your learning. If you do it 
that way, it makes you learn faster, anyhow, because if you have a 
little money, you are careful of it. I had nothing. I lived on coffee 
and doughnuts. I wanted to get that license. I got the license, but 
I didn’t get a job, anyway. That I think is sound. 

The more that you put in the minds of men that they are a little 
better than the other fellow, and that they should have a uniform, 
they don’t like to touch anythink, get hold of a wire or anything like 
that, “That is not for me.” I don’t believe in that system. 

I don’t believe there is any need for a maritime training school, not 
for the unlicensed seaman. That is ridiculous. 

I believe in the new type of gear that they use in the instrument 
room. I don’t know enough about it to comment on it. I do believe 
some of the new machinery would require some training, but certainly 
not for a sailor. 

I do also believe that you ought to have a good school for cooks, 
because a good cook aboard a ship makes it a happy ship. But to 
train a man to be a gasboy or 2 galleyman or wiper is just a waste 
of money. 

Senator Porrer. Are there any other quest ions? 

Mr. Sueuiey. I have one other question. Maybe it would be better 
if I didn’t ask this one. Captain May, in his testimony, said, speak- 
ing for his organization, that they believe in a screening program, 
although they admit there have been some injustices in carrying it 
out. We have several statements that were submitted to the com- 
mittee here for the record which protest the entire screening pro- 
oram. What has been the experience of the sailors that you know 
of with the screening? 

Mr. Lunpeserc. The Sailors’ Union of the Pacific as an organiza- 
tion is very much in favor of the screening program. I know the 
Magnuson Act, and when it was passed, I know why it was passed. 
I firmly believe that it is a sound act and that nobody should be on the 
waterfront who is not clean. If they are subversive, they should not 
be around the waterfront, not around the ships, get off. 
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As 1 told you before, they should go to Russia. But they evidently 
don’t want to go to Russia. But get them off the waterfront. I ama 
firm believer in that. I believe the act is good. 

As far as the Sailors’ Union of the Pacific is concerned, we have 
had six men screened on the ship during that time. Our percentage 
is the lowest in the United States. We didn’t need the act because we 
are able to screen the Commies ourselves. We found a few sleepers, 
about six. 

Anyhow, we are fortunate because our organization is able to clean 
them out. As to other unions, I imagine they couldn’t do the job, so 
the screening job has done the job for them. 

As far as we are concerned, we have sutlered no hardship what- 
soever. 

Senator Porrer. Is it administered pretty well by the Coast Guard ¢ 

Mr. Lunprserc. We have no complaint. 

Senator Porrrer. Are there any other questions? Mr. Lundeberg, I 
wish to thank you again for a very illuminating statement. You cer- 
tainly have given the committee many points which we hope we can 
act on during the next session of Congress. 

You can be assured this is a sympathetic committee to the problems 
that have been cited, not only by yourself but by other witnesses that 
we have had. The maritime problems that we face are not alone prob- 
lems of labor or of management, nor are they alone problems of both, 
but are problems in the national interest. 

I wish to personally commend you for your labor leadership and 
your opposition to subversive activities in the organization which you 
represent. It isa credit to you and a credit to your union and a credit 
to San Francisco. 

Mr. Lunpeserc. Thank you, Senator. Can I put these in the rec- 
ord? I would like to introduce this article. It is about seven or eight 
articles, issued by the Commercial News, southern California’s busi- 
ness newspaper. 

Of course, the Comnmies are going to say this is capitalistic propa- 
ganda, but I think it is factual. It deals with the problem of long- 
shoremen. I think it ought to be a part of the record. 

Senator Porrer. It will be made a part of the record. 

(The document referred to is an enclosure of the following letter :) 

SarLors’ UNION OF THE PAcric, 
San Francisco 5, Cauir., October 30, 1953. 
Senator CHARLES E. Porrer, 
Senate Office Building, Washington, D. C. 

Dear SENATOR Potrer: I wish to take this opportunity to thank you for 
the courtesy given myself and my organization in your hearings held Octo- 
ber 21, 22, and 23. 

It may have appeared that my statement on the appeasing attitude of the 
Pacific coast shipowners toward the Communist-controlled unions on the 
Pacific coast was somewhat strong. However, I want to assure you that 
whatever I said in the record is absolutely factual and I really didn’t open up. 

You are, of course, familiar with the United States Government’s depor- 
tation proceedings against Harry Bridges in San Francisco which subsequently 
ended with Mr. Bridges being convicted of perjury when he denied that he 
had been a member of the Communist Party at the time he received his citi- 
zenship. This conviction was later upheld in the appellate court and un- 
fortunately was reversed by the Supreme Court due to the fact the statute 
of limitations had run out. 

In connection with this trial I want to point out to you that some of the lead- 
ing shipowners of the Pacific coast, with the full approval of the Pacific Mari- 
time Association, testified on behalf of Mr. Bridges in the court proceedings. 
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Capt. O. W. Pearson, vice president of operations, American President Lines: 
Kenneth H. Finnesey, vice president of freight traffic, American President Lines; 
Hubert Brown of the Pacific Far East Line ; and Walter Buck, a big stockholder in 
the Matson Navigation Co., all testified on behalf of Mr. Bridges against the 
United States Government. 

I wish to point out to you that Mr. Pearson and Mr. Finnesey are working in 
executive positions for a shipping company which was at that time operated by the 
United States Government, and had been for many years, which received lucra 
tive subsidies from the United States Government, operation subsidies and con 
struction subsidies included. In other words they operated on the taxpayers’ 
money. 

The same two people who testified on behalf of Bridges are still working for 
the same company and are still two of the biggest appeasers of the Communist 
Party and fellow travelers on the Pacific coast. No wonder people get disgusted 
when they see the United States Government, which is fighting the Communists on 
a worldwide scale, hand out fat subsidies to a company which employs stooges 
and appeasers for the Communist Party and its disrupters on the Pacific coast, 

I am enclosing an analysis of the 1952 strike, or lockout, on the Pacific coast 
between the Sailors Union of the Pacific and the Pacific Maritime Association 
which I would very much like to have inserted in the record and I am also enclos- 
ing clippings from the Commercial News, a newspaper put out by southern Cali- 
fornia business, pertaining to the longshore situation in the port of Los Angeles 
I did tell your committee while I was on the stand that I would like to have these 
articles which are based on facts introduced in the record and I hope your com 
mittee will read them as I do believe that you will get not only labor’s slant on 
the sabotage by the Communists on the waterfront but you will also get business's 
slant—at least business which has guts enough to speak out 

I again wish to thank you and your committee for your courtesy and hope 
one of these days to be able to say “hello” to you when I get back to Washington 


Very truly yours, 





HARRY LUNDEBERG, 
Secretary-Treasurer, Sailors’ Union of the Pacific. 


Enclosures, 
ANALYSIS OF POSITION AND ACTION OF PACTFIC MARITIME ASSOCIATION 


An analysis of the position and action taken by the spokesman of the Pacific 
Maritime Association, J. Paul St. Sure, since the beginning of the strike. This 
is based upon his various statements made to the press since the strike was 
called and over the negotiating table with the Sailors Union of the Pacific. 

This analysis is further based on several statements made by Mr. J. Paul 
St. Sure: That he has complete authority to act; that he has the unanimous 
backing of the member companies ef the PMA; and by further statements—that 
if he cannot have his way he will quit the PMA. 


A 


(1) SUP agreement opened February 27 by union requesting raise in wages 
and 40-hour week at sea. Between opening date, February 27 and expiration 
date April 27, two negotiating meetings were held. SUP committee was ready 
to meet every day 

(2) April 27, Mr. St. Sure requested a 15-day extension for further negotia- 
tions, through Federal Commissioner Omar Hoskins. This was granted by 
the union. In this 15-day period one meeting was held, in which Mr. St. Sure 
left stating he had to attend a crisis meeting with Mr. Bridges. 

(3) SUP demanded a meeting through Commissioner Hoskins, which was 
arranged by Mr. Hoskins on May 23. 

(4) Union then went on record, notifying shipowners and Federal Com- 
missioner Omar Hoskins, that the union requested a legitimate offer by Monday, 
May 25. Meanwhile, all ships remained in port. No ship sailed pending answer 
from shipowners. 

(5) May 26 at 10 a. m. a meeting was held between PMA and SUP negotiating 
committee under auspices of Federal Commissioner Hoskins. Again, Mr. J. Paul 
St. Sure gave the union a flat rejection on all of its demands. Sailors’ com 
mittee left but was requested to stand by for further meetings that day by 
Federal Commissioner Hoskins. 
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At 5:30 p. m. the union received a phone call from Commissioner Hoskins, 
requesting the SUP committee to again attend a meeting with the shipowners. 
At this meeting there were no new offers by Mr. J. Paul St. Sure. 

Commissioner Hoskins then took the SUP committee outside and asked whether 
union could pair down their demands, in order to settle everything. The SUP 
negotiating committee reluctantly agreed to settle for the 40-hour week at 
sea and recommended this to the membership. This meant withdrawing our 
request for a 5-percent wage raise. The committee felt, however, that we could 
not give up the demand for a 40-hour week at sea because this was now enjoyed 
by every union in the seagoing industry and the SUP was the only one not 
receiving this. 

This reduced offer was given to the PMA’s spokesman, Mr. St. Sure, through 
Federal Commissioner Hoskins. This reduced offer by the SUP was turned 
down flat by the PMA through Mr. St. Sure. 

The SUP committee started to leave when they were requested by Mr. Omar 
Hoskins, Federal Commissioner, who made the following request on both 
parties: 

“The United States Government does not want to see a strike or a lockout 
take place; therefore on behalf of the United States Government we request 
both parties to agree to submit the demands for the 40-hour week at sea and 
the 5-percent raise in wages to the Wage Stabilization Board in Washing- 
ton, D. C., as a dispute case.” In other words, arbitration of the issues involved 
by the WSB, and both parties agree to abide the outcome. 

The SUP committee told Mr. Hoskins that we would relay this to the member- 
ship of the union who would be in regular meetings, in the SUP union halls, 
up and down the coast at 7 p. m. ‘The committee further promised Federal 
Commissioner Hoskins that we would recommend the Government request to 
the membership and notify Mr. Hoskins as soon as we could get the reaction 
from the membership on the coast. 

Mr. St. Sure stated that he would take it to the directors of the PMA also. 

(6) The SUP negotiating committee went back to the union hall and teletyped 
the coast to take action on the Government’s request. It was also taken to the 
meeting at headquarters. By 9 p. m., the same night, the whole membership in 
ports up and down the coast had taken action and unanimously went on record to 
abide by the United States Government's request, to refer the dispute to the WSB 
for final action. 

Shortly after 9 p. m., Federal Commissioner Hoskins notified the secretary of 
the union that the shipowners had turned down the United States Government's 
request, refusing to refer the wage claim to Washington to the WSB. 

We were told two member companies, the Pacific Far East Line and the 
American President Line, voted for the Government request, but Mr. J. Paul St. 
Sure had overridden them and with the aid of Mr. R. Sevier, president of Matson 
Navigation Co., turned the Government down. 

Mr. St. Sure subsequently stated one of his reasons for turning the request 
down was he did not like Mr. Nathan Feinsinger, the Chairman of the Wage 
Stabilization Board. 

(7) The membership of the SUP then voted to strike. In the ports of Seattle, 
Portland, San Francisco, Los Angeles, and New York, with approximately 4,000 
members voting, all voted “yes” with the exception of 67 who voted “no.” 

(8) Mr. J. Paul St. Sure, on behalf of PMA, had then successfully forced the 
SUP out on strike, or more correctly, a lockout—because remember Mr. St. Sure 
had at no time offered to renew the SUP agreement which had expired on May 13. 
It then became very evident that Mr. J. Paul St. Sure and his backers in the PMA 
wanted a fight with the sailors union for the very specific reason he wanted to 
show the PMA, his new employer, he was able to break unions and the SUP would 
be his first clay pigeon. 

B 


Having succeeded in locking out the SUP, Mr. J. Paul St. Sure then set about 
the second part of his strategy; namely, the methods of how to go about beating 
the SUP, and in his way of thinking this could be done very quickly—a week 
maybe but not more than 2 or 83 weeks. This is a log of his methods in the second 
part of his union busting attempt: 

(1) On May 27, Mr. St. Sure announced that the PMA and ILWU negotiating 
committee had come to an amiable settlement in the wage review negotiations 
between the PMA, led by St. Sure, and the ILWU, longshoremen led by Harry 
Bridges. 
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The settlement caled for a 13 cent raise per hour and 4 cents per hours to be 
allocated to the longshore welfare fund—a total of 17 cents or an 5.6 percent 
raise. Under the terms of the contract between the ILWU and the PMA, the 15th 
of June was the expiration date and if no settlement could be reached the wages 
would be referred to arbitration. 

It is significant to note that Mr. J. Paul St. Sure gave his Commie friend Harry 
Bridges, an 8.6 percent raise on wages 3 weeks before the time limit expired 
under their agreement and exactly 24 hours after he had refused the request of 
the United States Government to lay the sailors’ wage demands to Washington 
before the WSB 

On the same day, Harry Bridges, convicted Communist perjurer, advised Mr. 
St. Sure and the shipowners that he could show them six different ways of 
breaking the Sailors’ Union strike 

(2) Mr. J. Paul St. Sure by now had hired two publicity experts, one Mr. 
Sullivan and Mr. John Noble. 

The haranguing and attacks against the SUP now started in full SWing in 
the public presses. Editorials were leveled at the SUP—newspapers reports were 
distorted and in many cases editorialized against the unio! Lies after lies 
were printed. 

The first lying attack was that the union desired a 2 months’ contract. Finally 
when the union was able to get part of its side in the paper to refute this deliber 
ate lie, Mr. St. Sure started to feed the press another lie—that the SUP strike 
couldn't be settled before the dispute between the Communist controlled National 
Marine Cooks and Stewards and the A. F. of L. Marine Cooks was settled; trying 
to make the public believe that the SUP had called the strike to back up the 
A. F. of L. Cooks—subsequent happenings when the NLRB through the Federal 
court (June 26) established certain procedure which settled the dispute over the 
hiring of cooks to ships temporarily, until an election would be held in the future 

This again proved the lies of the shipowners through Mr. St. Sure. 

Furthermore, less than 2 weeks after the strike had started, Federal Commis- 
sioner Hoskins requested the secretary of the union to attend a meeting in the 
Federal building in San Francisco on Saturday June 7 at 10 a. m. Mr. J. Paul 
St. Sure was there. Evidently he had requested the meeting and for Mr. Hos- 
kins to have the secretary of the union there. 

Mr. St. Sure was then told, in front of Mr. Hoskins, that the SUP were out on 
strike for legitimate economic demands and the strike had nothing to do with 
the cooks fight. Mr. St. Sure then asked what the strike could be settled for and 
was told 40 hours at sea and 5 percent wage raise subject to approval of the 
WSB. 

Mr. St. Sure also asked if the union could give them a couple of months time 
to iron out their difficulties in regards to ship’s stores. The secretary of the 
SUP, in front of, Federal Commissioner Hoskins, told Mr. St. Sure the SUP 
would have no objections to that and that he would recommend it to the mem- 
bership. That was all of this meeting. We learned later that Mr. J. Paul St. 
Sure didn’t even report this to the PMA members. He was just on a little fishing 
expedition to see if there wasn’t any way he could get a little glory for himself. 

(8) On May 30th Harry Bridges, Commie and head of the ILWU, was quoted 
in San Francisco papers saying the SUP strike was phony and the shipowners 
were 100 percent right. 

Mr. St. Sure’s behind the scene allies, the waterfront Commies and their 
spokesman, were now out in the open. 

(4) When the lies about the 60 day contracts and the cooks jurisdictional 
fight had died a natural death in the newspapers, Mr. St. Sure started to fill the 
newspapers full of lies and distortions about the scope of work in the Sailors’ 
Union agreement; sitting themselves and their Commie friends before the public 
eyes as angels as this was a jurisdictional fight and the SUP was out to steal work 
from the poor Longshoremen. 

All these lies were readily accepted by the papers as facts, but they consist- 
ently refused to print the sailors’ side of this issue. This is easily understood 
by the so-called free press, who has conclusively proven to everybody that the 
words “kept press” is true indeed. 

(5) In addition to the kept press attempting to do the dirty work for Mr. St. 
Sure and his colleagues, the slimy sheets of the Communist and Trotskyites 
appeared up and down the coast, in the guise of speaking for the rank and file 
sailors. 

It is significant that they took the same position as Mr. J. P. St. Sure took in 
the press. Their arguments were the same, the shipowners were right and the 
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SUP was wrong; the strike was phony, etc. This is a typical method used by 
the strike breaking Communist Party. This, of course, has happened many 
times before and will happen as long as these Commie rats are in existence. 

These rat sheets were sent to hundreds of members of the Sailors’ Union to 
their homes. There is only one source outside of the United States Shipping 
Commissioner who could furnish these rats with these addresses and that is 
the shipowners. 

The shipowners have found a willing ally in the Communist but, indeed, a 
poor and weak one because records of fighting these rats have proven that they 
never were a match for the SUP. 

Oh, yes, the Communist Party officially also flooded the waterfront with 
their s - sheets from the Moscow press. Something they haven’t done since 
they flooded the waterfront in the 1936-37 strike when they urged the seamen 
to take the Copeland fink book. 

(6) Another move of Mr. J. Paul St. Sure in the first week of the strike was 
to call the top executives in the oil tanker industry together in a meeting to 
request their help against the SUP (the oil tanker industry have recently 
negotiated a 2-year agreement with the SUP granting the 40-hour week at sea). 
Mr. J. Paul St. Sure was definitely turned down by the oil tanker industry in 
his plea for help. He was informed the industry was satisfied with their relations 
with the SUP—another one of J. Paul St. Sure’s moves frustrated. 

(7) On June 17 a meeting was called between SUP and PMA at the request of 
Mr. J. Paul St. Sure. This was the first meeting since the inception of the strike 
some 25 days before. It was evident Mr. J. P. St. Sure was trying to make a 
cheap attempt of eovering up by calling this meeting according to his prior state 
ments to the press that it would be settled as soon as the jurisdictional beef 
between the Commie-led cooks and the A. F. of L. cooks was settled. 

This had now been settled—meetings were held June 17 and 18 with no success. 
Mr. J. Paul St. Sure did not offer the union a thing, except double talk. He was 
still fishing to save his ego. 

(8) On June 26 the shipowners requested another meeting with the union. A 
meeting was held, and at this session Mr. St. Sure had the nerve to propose that 
both parties now agree to put the wage question and the 40-hour week to arbitra- 
tion before the WSB. This is what they had refused the United States Govern- 
ment 1 month prior, on May 26. 

In addition to this, Mr. J. P. St. Sure proposed to set up a panel of outsiders to 
determine what is sailors’ work and what is not. In other words, as days went 
by and the strike became older, Mr. J. Paul St. Sure desperately tried to inject 
new issues in the tieup. He did not want to settle the strike unless it was on his 
terms. 

(9) Meanwhile, hostile statements full of lies against the SUP, issued by Mr. 
St. Sure, kept pouring out through the newspapers. Governors of Hawaii and 
Alaska condemned the strike. Also, every chamber of commerce on the Pacific 
eoast, citizen’s committees, and not to say the least, the crumbs of the Commu- 
nist Party, led by Bridges, Bryson, and the rest of the rats. All this pressure, 
including a special luncheon meeting held at the Bohemian Club called by St. Sure 
for the publishers to map out strategy against the SUP. The prostitutes of the 
fourth estate were all there to help their litthe new-found boyfriend, who was 
attempting to do such a good job for the employers. 

Up to now Mr. J. Paul St. Sure has been a distinctive failure. 

(10) On July 2, Mr. J. Paul St. Sure made another one of his strategy moves. 
He filed unfair-labor charges against the SUP before the NLRB, a lot of concocted 
eharges full of lies, claiming the SUP was on strike to steal jurisdiction. Hoping 
against hope they might get an injunction against the SUP. 

Let us not forget that Mr. J. Paul St. Sure and Mr. Commissar Bridges were 
together on this NLRB charge against the union. Mr. J. Paul St. Sure was 
getting desperate—he could not deliver. 

(11) The charges filed against the SUP evidently did not produce any results 
for Mr. St. Sure. Our union considered this a joke and, as a matter of fact, 
would have welcomed airing of the charges, because we would then have been able 
to examine the various PMA hotshots, including Mr. St. Sure. We could have 
proven, beyond a shadow of a doubt, that it was the PMA and ILWU who, in 
collusion, were trying to do a little jurisdictional raiding of SUP work. <A 
strange document could have been sulbpenaed, which would have embarrassed this 
group of connivers. Anyway, this last pressure move flopped. It certainly did 
not soften up the SUP any. 
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(12) As days dragged on the ships piled up; some of the shipowners in PMA 
were chafing at the bit. In endless meetings within the PMA, fighting became 
hot and heavy. Mr. St. Sure and Mr. Sevier, of Matson, found it more and more 
difficult to keep control The Pacific Far East Line and the American President 
Line, through Mr. MeCohn and Mr. Killion, demanded a settlement of the strike 
nnd threatened to withdraw from the PMA 

Mr. St. Sure and Matson were gradually losing control. They had to do some- 
thing before their prestige was completely shattered and their phony organiza- 
tion broken up. 

(18) On Thursday, July 10, the secretary of the union had a visit in his office 
by Father Connely of Loyola University, who is very friendly with our union, 
and who understands our problem. Father Connely asked if we would accept 
an invitation for the next day to Father Feely’s office at the University of San 
Francisco. He stated the purpose of the meeting, which was to be informal, was 
to discuss the strike and they would have some shipowners there 

Knowing that some of the shipowners will stoop to anything, the secretary did 
not like it so much. However, after taking into consideration the integrity and 
past friendship with Father Connelly, who hates the Commies and their play 
mates, the secretary accepted the invitation, knowing the good fathers would not 
lend their good offices to any skulduggery. 

A committee of four from the union met with the Fathers, Friday the 11th, 
at the university. Already present were Mr. J. Paul St. Sure, Mr. R. Sevier 
from Matson, Mr. John McCohn from PFE, and Mr. Jerd Sullivan, president 
of the Crocker First National Bank. 

The SUP committee had a good opportunity to level off at these shipowners, 
exposing their double dealings, accusing them of playing footsie with the Com- 
mies and their definite hostility toward the SUP and the A. F. of L. 

The good Fathers got an earful of what was going on and of what has been 
going on, on the waterfront where the biggest and best friends of the Commies 
are. Not the workers but some of the Shipowners led by Matson. This we proved 
and they couldn’t refute our statements. They were as usual, full of alibies 
It was very evident the good Fathers had no sympathy for Mr. St. Sure and his 
Commie loving shipowner friends. 

(14) That same day, Friday, July 11, a meeting was held at the SUP Building 
between representatives of the Alaska Steamship Co. and the SUP committee 
at 10 p. m. that night. A tentative contract was agreed upon giving the SUP 
everything we have been fighting for. 

Alaska Steamship Co. had withdrawn from PMA. Mr. J. P. St. Sure’s outfit 
was cracking at the seams. The PMA was like a ship without a rudder flounder- 
ing in heavy seas. 

(15) Monday, July 16, Mr. Hoskins requested the full SUP committee to meet 
with the shipowners at the Federal Building. Meeting was now called at the 
request of shipowners. Mr. St. Sure must have been pressured into this meeting 
by the operators, who had seen what happened to the Alaska Steam who were 
by now getting ready to sail their ships. 

The shipowners for the first time offered the SUP a proposition and what a 
proposition. They agreed to give watch standers penalty time for watches on 
Saturdays at sea—but nothing for the day men. In return they wanted the 
SUP to give up all the scope of work and leave it to be determined by an outside 
party what is sailor’s work and what is not sailor’s work. 

According to this proposal, the SUP would loose all of its jurisdiction and most 
of the standby work. 

The committee after a careful analysis rejected the phony offer as inaccept- 
able to the SUP. 

(16) Tuesday, July 17, shipowners again went to their standby, the press, 
and accused the secretary of the union of sabotaging the negotiations, in spite 
of the fact that there was a committee of 10 men, headed by the assistant secre- 
tary, waiting in the Federal Building to negotiate with them, which they re- 
fused to do. As a matter of fact, they left the meeting room for 2 hours. 

The secretary of the union with another committee were subpeonaed before the 
NLRB to answer charges leveled at us by the PMA and the Commies in the 
ILWU. 

(17) On Wednesday, Mr. St. Sure was told cold turkey what the score was, 
where he and most of the shipowners stood with the SUP. They were definitely 
told that we were wise to their phony attempts of attempting to break up the 
SUP. We were wise to their behind the door dealings with the Commies, against 
the SUP, we were wise to their helping the Commies s - sheets by furnish- 
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ing addresses of SUP members to these rats. The SUP committee, 15 men strong, 

threw the book at these flag waving, Commie-loving phonies. They were told 
once and for all that no SUP negotiator had any intention of taking a word out 
of the SUP agreement which covered our jurisdiction. We intended to, and 
would, and could, stand out indefinitely until the shipowners gave up their at- 
tempts to break up our agreement. They were further informed that Mr. St. 
Sure, the PMA, the Commies led by Bridges, the press and their phony charges 
combined could not break the SUP. They were told they were punks, that’s 
what they really are anyway. 

(18) The next few days, July 18 and 19 and on Sunday, July 20, saw a definite 
change in the position of the PMA and Mr. J. Paul St. Sure. The ego and 
starch having been knocked out of their system, they now brought in men to deal 
with the SUP who knew their business and who were not afraid to speak, which 
must have displeased the aiter ego of Mr. J. Paul St. Sure. 

The SUP was now dealing about the sailor’s work with Captain Swanson, 
American Mail; Captain Dyer, States Steamship Co.; and Captain Trout, Coast- 
wise. These people and their companies have not had trouble with the SUP 
pertaining to the clause in the agreement covering scope of work. 

The SUP committee went over the scope of work with the captains, who 
understand practical operation and knew what they were talking about. These 
people have forgotten more about the agreements than the St. Sures, the Seviers, 
the Penningtons, the Admiral Paines, and the so-called brass of the PMA ever 
will know. 

These men are honest men—they had nothing up their sleeves; they were not 
out to break the SUP, consequently, the SUP committee treated them as such 
we were rapidly reaching an understanding. 

Mr. St. Sure, Mr. Sevier, of Matson, and their little behind the door support— 
such as—the Finnesseys, the Penningtons, and the Vic Pearsons, had flopped 
miserably. Their good friend Communist Hack Bridges, who promised to show 
them six ways of breaking the SUP strike had flopped. The press, the Paul 
Smiths, of the Chronicle, and the other publishers, had failed unutterably in 
their expert maneuvering in the papers. Their lies did not help. Mr. St. Sure’s 
publicity gang, led by Sullivan, had delivered but it did not do any good. All 
in all, sad days for the would-be SUP busters. They were knocxed out wud 
ready to be dragged out. 

(19) On July 20 the negotiations meeting was again continued in the Federal 
Building. This time the sailors union committee, together with the shipowners’ 
committee, which included skippers who had been appointed by the other group to 
deal with “scope of work,” went over every phase of the scope-of-work clause 
and dealt with every situation that might come up, and it was found out conclu- 
sively that at no time had the scope-of-work section of the sailors union agree- 
ment interfered with any operation. At no time had the 15-day clause in the 
sailors union agreement been used by the sailors union. As a matter of fact, 
the 15-day clause is in the agreement for one specific reason; namely, to protect 
the union from violations of the shipowners, and the records for the past 344 

years, since the agreement was signed, are full of violations by the shipowners. 

In the discussions with the shipowners on July 20, the sailors union committee 
agreed that in the case of Matson Navigation, Pacific Far East, Grace Line, 
American President Lines, and Moore-McCormack the sailors union had not 
loaded stores for the past few years. The reason for that was during the war 
when every man went to sea, these companies then saw fit to inaugurate a system 
to use the longshoremen due to the fact there wasn’t enough manpower on the 
beach—every man had to go to sea. 

However, instead of giving the work back to the sailors after the war, which 
we were entitled to, they kept it. The sailors union did not concede that we 
didn’t have the right to work stores in these companies not only by contract, but 

by practice of many years standing. However, in order for the union not to be 
put in the position of trying to take away work from the longshoremen, in these 
particular instances we agreed with the shipowners that we would allow them 
to use the longshoremen in these particular companies—however, with the under- 
standing that in ports where sailors had been used for the same companies, they 
would continue to do so; also, in all other companies which have been using 
sailors, that they carry on the same practice. And we further told them not to 
hard-time the sailors when the stores came down; let them use the equipment 
and get the stores down in time; and, if the stores came down late in the after- 
noon, then they could call a standby gang from the union hall, according to the 
agreement. 
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After all this had been gone into, it appeared that the shipowners were happy 
and they asked for an adjournment in order to talk to the sailors union the next 
morning. These people always ask for an adjournment Che reason for that is 
very obvious: Mr. St. Sure doesn’t know what the hell it is all about and he must 
check with his various advisers 


(20) On Monday, July 21, the sailors committee came back to meet with the 
shipowners and, lo and behold, Mr. St. Sure again spiked the works All of a 
sudden, he wanted to go over the whole agreement dealing with scope of work 
and wanted the sailors union to sign a memorandum which, in effect, had for its 
purpose and the language was such that the sailors union admitted having vio 
lated the agreement in the past and also the sailors union would not interfere 
in the future. We flatly refused to sign such a document in order to save Mr 


St. Sure’s face 
We pointed out that in the meeting the day before, everybody had agreed 


the people who had handled the ships—that the sailors union's scope-of-work 
agreement had not interfered with operations and that the past policy and 


practice of the sailors union in interpreting the agreement was satisfactory 
to the steamboat men who run the ships—however, not to Mr. St. Sure on this 
day. He again attempted to throw a spike into the agreement. We told him 


flatly we would not do such a thing: We would not sign a memorandum to the 
effect we would not interfere with certain phases of operations, because had we 
done so, we would have admitted guilt in the past, and Mr. St. Sure would 
have come out as a hero and could state: ‘“The strike was justified—see here.” 
And he would have pointed out to this memorandum, that the sailors had agreed 
with him. However, we were wise to his tricks. 

Besides that, Mr. St. Sure again started the same old bull he had been dishing 
out during the week dealing with various phases of the scope-of-work agree- 
ment and, particularly, the 15-day clause dealing with scope-of-work. This 
clause was put in the agreement for a very specific purpose: It means to inter- 
pret the scope-of-work clause in the agreement between the employers and the 
union. Inasmuch as different employers have different practices and different 
operations, it is very clear that we had to have this clause in the agreement 
for clarification; and, as a matter of fact, the shipowners so agreed they've 
had no trouble about that. 

The last part of the clause reads: “In the event that the parties are unable 
to agree thereon within a period of 15 days after notice by either party to the 
other, then said agreement will forthwith terminate upon written notice given 
at the option of either party to the other.” There certainly should be no objec- 
tion to retaining this part of the agreement if the shipowners, when they sign the 
agreement, will live up to the agreement as signed. The records show that this 
clause has been in the agreement since 1949 and the sailors union has never at 
any time exercised the 15-day clause. But, on the other hand, the records 
show that the shipowners violated the agreement right from the beginning. 
Now they want to knock it out and there can be only one reason for their attempt 
to knock this part of the clause out; namely, to try to steal the work away from 
the sailors union. In other words, they will create disputes in regard to the 
sailors’ jurisdiction dealing with painting ships, dealing with hauling ships, 
and various other phases of standby work. Then they would call it what they 
wanted; then they would throw it into a port committee and disagree with 
us. Then they would refer it to a referee—to some attorney uptown—to decide 
whether we are right or wrong. Then they would bring in their Commie 
friends—Mr. Bridges, Goldblatt & Co.—to testify on their behalf. They would 
join hands against us and we wouldn't have a chance. 

On the other hand, with the section in the agreement the way it reads now, 
it gives full protection to the Sailors Union and the scope of work and our 
jurisdiction, and the Sailors Union certainly has no intention of giving up 
this protection. It would be like chopping off our own head, because we know 
the past tactics and the lying and dishonest methods under which some of these 
shipowners have operated under the agreement—they have been in continuous 
violation. 

We know that, regardless of what they say now that they are not going to 
violate the agreement they have been harping about the last week, we cannot 
take their word. We can only go by the record and the record is full of viola- 
tions. Consequently, we have no intention whatsoever of giving up the 15-day 
clause, and this was told to Mr. St. Sure again and again in no uncertain terms, 
We also told him we didn’t trust him; we didn’t trust the PMA. Conse- 
quently, if they were honest men, they had nothing to fear with the 15-day 
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clause. The sailors union had never exercised the option of canceling the 
agreement under the 15-day clause for 3 years, although we could have done 
it many times, because the shipowners have continuously violated the agree- 
ment, and we saw no reason at this time for taking out the 15-day clause due to 
the fact if they meant what they said that they had no intention of violating 
the agreement any more or being black-mailed by the longshoremen against the 
sailors union, they had nothing to worry about. But actions up to now show 
that Mr. St. Sure and his colleagues have other plans—no doubt they figure 
if they can get this out of the agreement, they will have a good chance to chop 
the sailors union’s jurisdiction out from under our feet on the waterfront and 
give it to their Commie friends, because that is the deal. At a matter of fact, 
Mr. St. Sure and Mr. Sevier have been in conference with Bridges about sailors 
union work. And, for the information of everybody, Commissar Bridges made 
a statement in the newspaper at the beginning of the strike that he would not 
allow the sailors union to retain the 15-day clause in the agreement. Get this: A 
convicted Gommie perjurer is going to tell an American union what it can or 
cannot have in the agreement. That will be the day. 

When Mr. St. Sure couldn't have his way, he blew his top at 2: 30 Monday after 
noon and canceled the meeting. However, later on Mr. Hoskins notified us that 
they desired to have another meeting the next day, Tuesday. 

(21) On Tuesday, July 22, we again met in the Federal Building with the 
shipowners under the auspices of Mr. Hoskins. We told Mr. Hoskins then that 
we were getting sick and tired and fed up with sitting there and discussing the 
part of the Sailors Union agreement dealing with jurisdiction, without even 
touching upon the demands of the Sailors Union which had never been discussed 
as yet. And, furthermore, that when we called the strike and when we sub- 
mitted our demands to the shipowners, they have never at any time submitted 
any counterpropositions—they have been getting by with murder just sabotaging 
the so-called negotiations with their talk about the scope of work—something 
which most of them don't know anything about, and something which they 
couldn't prove we have violated, and something they couldn't prove they couldn't 
live with, because the scope of work was worked out in 1949 over a period of 
time with port captains and practical people to determine which was sailors’ 
work and which was not sailors’ work. 

Consequently, we told Mr. Hoskins that we desired to discuss our own prob 
lems—that we had lots of them: We had clarifications of the agreement, our 
wage demands, the 40-hour week, etec., to go over. Reluctantly Mr. St. Sure 
agreed to discuss these matters. Then the committee went over the various 
propositions in the morning and in the afternoon. 

The next day, Wednesday, we met with the shipowners and went over the 
various phases of the agreément. Again we encountered the stalling tactics of 
the shipowners. They argued every little, petty thing. First of all, we had 
lots of clarifications we wanted to settle once and for all, where they were in 
violation of the agreement. And they used every trick in the bag, so the whole 
day Wednesday again was spent arguing up until 10 o’clock at night, and up 
to that time we had not received a definite offer of any wages. We had been 
offered a 40-hour week at sea for the watchstanders but we had received nothing 
for the day men. And the various problems, such as explosives, clarifications, 
spray painting, etc., we had gotten nothing on. In other words, they were still 
stalling. They die hard. 

(22) Meetings will start again Thursday, July 24, 9:30 a. m. in the Federal 
Building. 

(23) Continued negotiations between shipowners and union all day Friday 
and Saturday. Negotiations concluded Saturday night, July 26, with the Sailors 
Union receiving everything they originally asked for, including about 15 more 
items that they didn’t even expect to get—briefly, penalty payment for Saturday 
watchstanding at sea, 5 percent raise in wages, overtime and penalty time, 10 
cent raise per day on the welfare plan and numerous other concessions which 
the union had been willing to forego before the strike. Sixty-three days of 
useless tieup because of the shipowners’ attempt to break the union by refusing 
to compromise or use the Wage Stabilization Board, relying on their own 
philosophy and that of the Communist Party. 








MERCHANT MARINE STUDIES 1129 


[From the Los Angeles (Calif.) Commercial News, June 1, 1953] 


SABOTAGE CLOSING DOWN LOS ANGELES HARBOR AS TONNAGE Drops ALARMINGLY 
AND CALLS CANCELED; COMMERCIAL NEWS DEMANDS FEDERAL INVESTIGATION 


(By Elmer Cain) 


Sabotage is slowly closing down the great $100 million Los Angeles Harbor— 
water gateway of America’s greatest defense manufacturing area 

While the sinister_figure of Communist Russia leers in the background, while 
shippers and steamship men and agents hold a reluctant and sometimes fearful 
silence, one cog and wheel after another grinds to a halt in what once was one 
of the world’s greatest ports. 

Big cargo ships, representing millions of dollars in investment, carrying rich 
cargoes, hurry past Los Angeles Harbor these days. 

They have heard! 

And it is only a matter of time now—unless the Federal Government steps 
in, or the military authorities take over—before the traffic at Los Angeles Harbor 
will dwindle to a rowboat, bobbing on the deserted waters, or the skimming white 
sails of a vacht 

What has happened? 

Did the Commercial News say sabotage? 

Yes, that’s what we said. 


THE HOW AND WHY 


And this newspaper proposes to tell now the story of how Los Angeles Harbor 
is being closed down—and why. 

Some of the surface facts of the story already have been reported in the press— 
the artificial labor shortage at the harbor, the labor slowdowns, the multipie 
“vacations.” 

A labor monopoly exists at the harbor—that is one of the conditions. It isa 
monopoly created and permitted by union leaders, and the kingpin of the whole 
vicious thing is Harry Bridges, head of the International Longshoremen’s and 
Warehousemen’s Union. 

Bridges is the man who has an appeal pending in the United States Supreme 
Court after his conviction on charges of falsely swearing he was not a Communist. 

But pass that for a moment and consider this: the union restricts union mem- 
bership at Los Angeles Harbor, claiming there is not enough work for additional 
longshoremen., 

This means that a comparatively small group of workers controls all the dock 
work at the harbor, receives high wages, imposes intolerable conditions, and 


' 


operates in a fashion that produces only one major end product—sabotage ! 


WHY IT IS SABOTAGE 


A corporation which maintained a monopoly in this fashion would promptly 
be prosecuted for violation of the antitrust laws, and it is high time that unions 
were subjected the same type of penalty. 

Now, the union declines to provide more workers for Los Angeles Harbor, but 
it offers a “reason,” saying there isn’t enough employment for additional men. 

This is an utter falsehood, quite reminiscent of the big-lie technique favored 
around Moscow, but it has a color of truth. You see, there has been a big decline 
in business at Los Angeles Harbor. 


FIFTY PERCENT CARGO DECLINE 


Naturally, no union will admit having anything to do with such a tremendous 
decline in cargo—no matter how many thousands of ships .turn away from Los 
Angles Harbor because of union tactics. 

But take an example, intercoastal trade. 

Since 1939 the intercoastal tonnage at Los Angeles—Long Beach harbors— 
has declined over 50 percent, from 4,700,000 tons in that year to 2,200,000 tons 
in 1952. 

This represents a major decline in intercoastal sailings, which in 1989 num- 
bered 1,200, but which dropped, by 1952, to 450. 

Only about 35 ships now call at Los Angeles in this trade, compared to 150 in 
the prewar period, 
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The principal cause of the decline in harbor business is the tactics of the 
union. They continue at the very hour you read this. 

Shippers, steamship agents, executives of the great ship lines hoping matters 
could be “settled” have remained silent concerning many incidents at Los Angeles 
Harbor. Information is hard to come by, but there have been so many flagrant 
offenses that the truth is now beginning to crop to the surface. 


SOME CURRENT INCIDENTS 


Let us go back only a month—early May 1953. 

Incident 1.—The steamship Mathew Luckenbach arrived in Los Angeles Har- 
bor en route to the east coast (New York, Boston, ete.) to pick up 2,500 tons of 
cargo. No gangs were allotted to the ship for 36 hours. Delays such as this 
cost ship operators huge sums. 

Incident 2.—Union gangs refused to load over 600 pounds of steel pipe per 
sling load. Their working agreement calls for 2,100 pounds. An arbitrator 
ruled in favor of the operator, but the union declined to abide by the decision. 
The ship sailed, leaving 1,700 pieces of pipe on the dock. 

Incident 3.—Steamship Wyoming put into the harbor to pick up 60,000 boxes 
of oranges. Although this is highly perishable cargo, only one gang was assigned 
to the vessel. Heavy damage resulted. 

(Under union agreements perishables are supposed to have priority handling.) 

Incident 4.—Motorship Portland and motorship Lion’s Gate (Johnson line) 
were assigned four gangs each for cargo handling. This was a night assign- 
ment and many of the longshoremen parked in a no-parking area. Of about 
12 parking tags passed out by harbor police, one was given to the night business 
agent for the ILWU. He promptly called off all the gangs on both ships, de- 
layed the sailing of both vessels. 

Incident 5.—Two gangs took from 8 a. m. to 6 p. m. to unload 170 tons of 
eargo from a docked ship. They should have handled this assignment in 5 
hours. 

Incident 6.—An Isbrandtsen line ship put in for cargo, but no gangs were 
available, so the vessel had to abandon its purpose. But it needed supplies. 
Stores were ordered, and delivered, and were loaded by the crew. A union dele- 
gate on a nearby ship spotted the loading operation, walked up, and claimed 
4 hours’ standby time for the work the ship’s crew did. 

The recitation of these incidents could go on interminably. Some of the cases 
listed here occurred at the harbor only last week. 


SINISTER PURPOSE 


They are not all the pattern, There are stories of dice shooting on ship decks 
while cargo waited, of drunkenness and ribaldry—and of a sabotage program 
that is costing Los Angeles and southern California hundreds of millions of 
dollars. 

It is not merely sabotage of peaceful commerce, of the normal produce which 
rides on the everyday trade lanes and markets of the world that is involved in 
all this shambles at the ports of Los Angeles and Long Beach. 

There is a far greater and more sinister purpose—a purpose some of the labor 
dupes do not even suspect—for the sabotage of southern California waterborne 
commerce and the crippling of its harbor is only an incidental and necessary part 
of the larger aim. 

Los Angeles-Long Beach Harbors, as already pointed out, are the waterborne 
key to the greatest defense manufacturing area in the Nation. 

In and about Los Angeles sprawl great aircraft plants and hundreds of other 
plants devoted to defense, more than 400 in all. 

Guided missiles, shells, atomic bomb parts, guns, rifles, and hundreds of other 
accessories of war and defense are produced in this area. And in time of armed 
struggles, ships, too. 

In time of war, transportation is of vital consequence. Every medium—air, 
ground, and water—must be employed. 


VITAL DEFENSE LINK 


Suppose, gradually, by design and careful direction, Los Angeles-Long Beach 
Harbors were diminished to a low operational point, and at that moment the blow 
fell and war came. 

A harbor is a major and vital part of national defense, and should be main- 
tained at top efficiency at all times. Picture a great port diminished to basic 
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operational facilities, with its functions in disuse and its key posts vacant when 
an agressor nation struck. 
It could happen right here. 


PROBE URGED 


And that is why the Commercial News, with this issue, urges with all the earn- 
estness at its command that a congressional investigation be launched imme- 
diately of conditions in southern California’s twin ports. 


THREAT TO UNITED STATES FLEET 


It is not alone the harbors and the great defense industries of southern Cali- 
fornia which are at stake. Let us not forget the Pacific flleet’s base at Long 
Beach. Crippling of the two local ports poses a threat to the United States Navy 
as well. 

It would be as vulnerable in the circumstances suggested as would the harbors 
and the southland’s defense industries. 

Kor what purpose do we maintain a defending fleet, huge defense industries, 
and Armed Forces, if we are to permit sabotage of American ports under a pre- 
text that labor rights are being guarded and maintained? 

It is fully as important in these perilous times to keep our great ports un- 
trammeled as it is to keep our powder dry. 

The Commercial News does not question the honesty and integrity of a great 
majority of the men who handle cargo on the docks of the local ports. 


COMMUNISTS INVOLVED 


But it says to them they are being made dupes, and that they are endanger- 
ing the safety of their country. This newspaper says, unequivocably, that there 
are Communist plotters among them. 

It asserts, without necessarily knowing specific identities, that an investigation 
will disclose the presence of the Red rats. 

For this should be quite obvious—the most fertile field for communism in 
America is its waterfronts. Our congressional investigators have probed far 
and wide into a variety of places, but have never turned to the most obvious 
tield—and in places which, if corrupted, could be more dangerous to the Nation 
than any other. 

Foreign tongues, foreign faces, and scrambled identifications are a common 
place along the docks of America. The tides of the world wash up strange berth 
mates. It is easy to mix with others in the earthy cosmopolitanism of the docks. 

Here, where political jargons and views are hot and numerous the Communist 
finds ready fuel for trouble and conflagration. 

Why we haven't looked into it, no one knows. But it is time—before it is too 
late—before some major step of the whole program is completed—some step such 
as the closing down of a great and vital harbor. 


SABOTAGE SUCCEEDING 


How is the sabotage program currently succeeding at Los Angeles-Long Beach 
Harbor? 

Keep in mind that from 1939 to 1952 intercoastal trade at these ports declined 
71 percent, and note what happened during the past 3 months 

In March 1953 American-Hawaiian Steamship curtailed its intercoastal service. 
This eliminated 52 sailings a year. 

(This means even less work for the ILWU, but its leaders are not concerned. ) 

American-Hawaiian had been calling here for 50 years. It blamed its with- 
drawal on “union troubles.” 

This month (May 1953) Luckenbach Steamship Co. limited Los Angeles Harbor 
loadings eastbound to 500 tons per ship as an economy measure and as a means 
of overcoming costly delays. 

The Luckenbach line should know—last week, when one of its ships called here 
there were 20 gangs supposedly short and none available to load the Luckenbach 
vessel. Typical tactics. 

As the month of May drew to a close still another shipping company, the Quaker 
line, withdrew three sailings from the eastbound general cargo trade from Cali- 
fornia ports. 
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This line, understood to have stood a loss of $500,000 last year, blamed artificial 
shortages in longshoring gangs and extra costs resulting from port delays, par- 
ticularly at Los Angeles. 


TACTICS CONTINUED 


Today sees a continuance of tactics which curtailed the trade of these great 
shipping lines or drove them out of the local harbors. 

When a ship rides into a harbor it is not as if a small pickup truck came to call 
with a modest package. A ship means an investment of $3 million, or $5 million, 
or more. It is a great waterborne business which has come to call and bring its 
commercial benefits. 

Yet, in the past few years, and even yet, hundreds of these great ships have been 
turned away by the program which the Commercial News now invites to the atten- 
tion of the highest investigative powers of the Nation. 


WORLDWIDE PLOT 


This newspaper will take one other step—it will say that what goes on at the 
ports of Los Angeles and Long Beach is being repeated in many of the major ports 
of the world, and that the program eventually will spread even further unless 
checked. 

Upon information and belief—and with the view that the very pattern of this 
program discloses its communistiec origin—the Commercial News charges that 
the sabotage at the local harbors is part of a vast worldwide plan by Soviet Rus- 
sia to hamstring the major ports of the world. 

Ports upon which this Nation may have to depend in the event of war. 

Others which already are being subjected to similar treatment are London, 
New York, Pearl Harbor, and Manila. 


[From the Los Angeles (Calif.) Commercial News, June 8, 1953] 


FurRTHER SAnorace INcipENTS AT Loca Harzors ReveaALep—ComM MERCIAL NEWS 
DEMAND FOR CONGRESSIONAL INVESTIGATION Merrs UNANIMOUg APPROVAL; 
OFFERS OF ASSISTANCE Pour IN 


(By Elmer Cain) 


With this issue, Commercial News continues its recitation of sabotage at Los 
Angeles-Long Beach Harbors and enumerates additional facts and reasons sup- 
porting its demand for a congressional investigation. 

This newspaper reiterates that unless the practices it recites are stopped and 
unless there is a congressional inquiry placing on official record the data which 
it points out, these great harbors eventually will be closed down—endangering 
the national defense, imposing a deadly threat to the Pacific Fleet and to the 
greatest defense manufacturing area in the United States. 

The Commerciai News wants its readers to know that it has received hundreds 
of telephone calls commending its initial article of June 1. Not one dissenting 
voice was raised from among all our thousands of readers. 

Every single one declared this newspaper had put the truth on public record. 

And the calls came from people who know. 

They had one unanimous plea to make: 

“You're not going to stop, are you? You’re going to finish the job, aren’t you?” 

Yes. We're going to finish the job—with facts—and more facts, until they 
add up to one great undeniable, vital, irrefutable truth. 

“Tt’s the greatest thing that ever happened,” declared Tom Maddox, traffic 
manager of Los Angeles Harbor, in commenting on last week’s exposé by Com- 
mercial News. 

Offers of financial aid, personnel assistance, and information and suggestions 
of every conceivable nature came pouring in to Commercial News. 


LABOR MONOPOLY STRANGLES HARBOR 


And the first denials have been made, too, from among the ranks ef those 
accused. 

In reply, let us repeat that there is a vicious labor monopoly which is slowly 
and undeniably strangling the local harbors. 
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Let us repeat that Communists are infiltrated among the dockworkers there. 
And let us say again—and who can truthfully deny it?—that the sabotage at 
our local ports meets with the approval of Moscow. 

How long are Americans to be confronted with the spectacle of enemies and 
traitors handling cargo upon which the safety of the Nation may depend? 

How much longer shall the facilities of our great perts be dominated, dissi 
pated, and ruined in the face of the known fact that every major port is a vital 
link in the national destiny—whether in war or peace? 

By what stretch of madness shall we continue to tolerate 
vital labor organizations by men whose political ideology pledges them 
destruction of America? 

In the light of past experience, in the galling knowledge of former treacheries, 
as we now prepare to greet an embittered truce in Korea, we should know this: 

We were never in greater danger. 


the domination of 
to the 


SEATTLE DEMANDS PROBE, TOO 


And that danger comes in many forms. It includes not only the threat to local 
ports, but to all world harbors which this Nation may have to use in the event 
of war. In those harbors you will find trouble, as in Seattle, where the mayor 
and other authorities have demanded an investigation—for reasons similar to 
those set forth by Commercial News in the local situation. 

It is an indisputable fact that American ships are discriminated against in 
many of the vital foreign harbors of the world and that along with this there ex 
ists a definite, unified program to make American harbors untenable for all ships, 
particularly those in key safety areas and in defense manufacturing areas. 

The facts come under the head of work slowdowns, labor bickering, labor mo- 
nopoply, thievery, coercion, intimidation. 


PATTERN FOR DESTRUCTION 


They appear to be occasional, isolated, and unrelated. But put them all to- 
gether, and they will make an unholy pattern, a pattern for assault and de 
struction. 

The participants in the pattern don’t know, many of them, what goes on. 
They are paid well, but they are fed a regular fare of what their “rights” and 
“wrongs” are, without reference to reason or logic or the rights of others. 

Many are loyal Americans who have no idea they are taking part in a program 
which endangers their country and which, as a necessary part of the process, 
is wrecking a vast world commerce and many great harbors. 

You could not say and, therefore, not prove that a major plot exists to bring 
about these objectives so long furthered and promoted by the cohorts of com 
munism. 

“Plot” is an outmoded word. The new technique is to indoctrinate, to create 
a climate which is inimical to that which you seek to destroy. 

And so you take advantage of the human failings of the worker. You exploit 
his jealousy of his “rights,” you help to create in him a personality and a tem- 
perament which disregards as vital everything except his own “security” and 
“welfare.” 

You persuade him to disregard the very system which permits him to flout it. 
You do not permit him to become aware that he is helping to destroy the Ameri- 
can economy, the free enterprise system which feeds him so well. 

The situations which result are a natural product of this climate. Work 
stoppages, labor slowdowns, strikes, coercions of commerce and business come 
about as inevitably as if they had been prepared in the Kremlin and blueprinted 
and distributed for execution. 

Specific incidents do not have to be planned at Los Angeles-Long Beach Har 
bors. In the climate which has been prepared, they occur as surely as yeast 
rises when water is added. 

Moscow knows this and has calculated it will. 

Why don’t we? 

BRIDGES AND THE FEDERATION 


Mention has hitherto been made of Harry Bridges, convicted of falsely swear- 


ing he was not a Communist. 
It is reported that Bridges “raised hell” with a local ILWU leader who called 
his men off a cargo job after some of them received tags for illegally parking 


their cars. 
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That well could be. Bridges is sharp enough to avoid conflict where a factor 
of law enforcement is involved. 

But it is something also again when a labor monopoly deals with steamship 
lines and harassed businessmen who still hopefully resort to transportation by 
water. 

And what about Bridges? 

What about plot and proof? 

Well, there’s not a thing. 

Just climate. 

For, you see, Bridges is not merely head of the ILWU. 

He is also the president of the World Federation of Trade Unions—a far- 
flung organization which has been assailed repeatedly as a world Communist 
front. 

And the longshore workers, throughout the world—thousands of them—who 
regard Bridges as their leader, are the backbone of the federation. 

Throughout the world. In all the great harbors of the earth. 

Yet, legally and contractually all is well along the west coast. The ILWU 
has just signed a pact with the Pacific Maritime Association extending to June 
15,1955, The terms preserve the paper status quo, and that is supposed to assure 
that the resulting performance will be legal. 

But there is no guaranty anywhere that the facts will be altered from what 
they have been for the past several years, or what they continue to be to this 
hour. 

And the facts are these—deliberate sabotage. 


SOME MORE FACTS 


Let us have a further look at facts and figures which clearly indicate the 
inevitable doom of the local harbors, first dealing with labor matters: 

(1) Union contracts require that a man detected in thievery shall be suspended 
from the union rolls for 6 months. In Los Angeles Harbor, the practice has 
grown up of permitting a thief to be replaced on union rolls immediately after 
he has served a 1-day jail sentence. That is, 1 day in jail has been accepted as 
the equivalent of a 6-month suspension. 

And the local harbors continue to lose a million dollars a year to thievery— 
more politely referred to as pilfering. 

(2) Union leaders constantly protest that they want cargo-handling methods 
improved, yet they oppose all improvements, and if any are by some chance 
established, union charges are piled on to such an extent that benefits are 
nullified. 

A sample at the local harbors is the handling of metal and scrap by magnets. 
This is a fast and easy method, but the union requires that a full gang stand 
by when this method is employed. Reductions in cost by expediting cargo 
are lost. Use of magnets had to be abandoned here. 

(3) Still another penalty imposed by the labor monopoly in the local ports is 
the limitation on the use of pallet boards. In loading operations, the unions 
require that all cargo be loaded to the pallets from the skin of the dock or ear. 
In discharging operations all cargo must be unloaded from the pallet boards to 
the skin of the deck. The local harbors therefore are penalized one full opera- 
tion for both loading and discharging cargo at an approximate labor cost per 
ton of $1.30. 

More pyramided costs. More costly delays. 

(4) Dock workers claim the right to handle and segregate all shipments, and 
turn them over to the carrier. This, too, results in outrageous delays and 
fantastic costs. The incidents are so numerous as to be beyond belief. A 
sample : 

A ship arrived here on the 16th of the month. Its cargo was unloaded, but 
not turned over to the carrier until the 23d, days later. It then had to be sorted 
at the warehouse again. Deliveries were made 11 days later—on the 27th. 

(5) A ship arrived locally with its middle hatches uncovered, after passage 
of the Panama Canal and unloading some cargo en route. It was given an 
ultimatum to recover its hatches so that the stevedores might then proceed 
to uncover them again. It chose to proceed to San Francisco and ship its local 
freight south by land. Even then it saved considerable money over what dock 
workers here would have charged to uncover its hatches. Another example 
of vicious costs enforced by the harbor labor monopoly. 
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(6) At San Francisco, copra is unloaded at the rate of 24 tons per gang-hour, 
while in Los Angeles, under identical conditions, the rate is 9 tons per gang-hour. 

These are merely some more facts and figures. In later issues, Commercial 
News will summarize the facts it presents. Many of them have been purposely 
understated, and a congressional inquiry would develop them to a far more 
startling degree. 


INFINITESIMAL GAIN 


In another forthcoming issue this newspaper will also review the gains in 
southern California business and population, and compare them to the losses 
of waterborne commerce in what has been one of the greatest periods of advance 
ment in the history of the Southland. 

Huge losses and diminishing waterborne trade have been the rule, but even 
the depredations at the local ports have not prevented some gain in business 

Yes, believe it or not, waterborne tonnage through the Los Angeles-Long 
Beach Harbors has increased in the past decade or so by exactly 0.2 percent. 

In that same period of time, with millions of new population pouring in, 
and huge new investments, the industrial expansion of Los Angeles County 
increased 423 percent—423 percent against 0.2 percent. 

If there is nothing wrong at the local habors, how do you explain that? 


{From the Los Angeles (Calif.) Commercial News, June 15, 1953] 


Harpsors LOSING Corron TRADE—MORE SHIPS QUIT—-COM MERCIAL NEWS SUGGESTS 
FORMATION OF CIVIC COMMITTEE TO ESrABLISH OFFICIAL RECORD OF SABOTAGE 
Exposé DaTa 

(By Elmer Cain) 


The Commercial News today recommends establishment of a Civic Committee 
to check this newspaper’s charges of sabotage at the local harbors, and to pass 
along its findings as a basis for a congressional investigation. 

This recommendation is made the week brought new developments in the pro- 
gram which is closing down the ports of Los Angeles and Long Beach. 

(1) New developments since our last issue have made it apparent that the loca! 
harbors are on the way to losing the huge cotton tonnage normally shipped 
through them ; and 

(2) One Japanese line abandoned inbound calls at Los Angeles, bunker its 
ships at Honolulu, and bypassing the local ports, proceed directly to the east 
coast via Mexican and Central American ports and Cuba. 

Action of this line puts in concrete evidence the growing unease of Japanese 
shipping lines with the labor monopoly in the local harbors. It adds one more 
factor to all the numerous incidents and situations recited previously by Com- 
mercial News. 

No announcement has been made by this line of reasons for its withdrawal 
from inbound calls here, but it is no secret in the trade that Japanese masters 
have been carrying back to Japan reports of outrageous treatment at the hands 
of the labor monopoly. As an exampk, a Japanese vessel recently was charged 
$500 for moving 14 tons of cargo. 


COTTON TONNAGE LOST 


Upon information and belief, Commercial News asserts the local ports are in 
process of losing their cotton tonnage, despite construction of large and expensive 
new facilities for handling such cargo. 

Cotton from the great San Joaquin Valley of California, which normally 
moves through Los Angeles-Long Beach Harbors, now has begun to move, instead, 
through San Francisco. 

Of the first movement of 1,200 bales, 1,050 bales went to San Francisco, while 
150 came to Los Angeles. These shipments are destined for the Far East. 

Commercial News has definite information that other brokers will follow 
the move initiated in this instance. The loss to the local ports will be heavy, 
but no worse than millions of dollars in losses already incurred. 

So discriminatory are local labor practices, so concentrated the campaign 
of slowdowns, strikes, stoppages, charges, and coercion, that cargo destined for 
the Far East actually can be shipped 5,000 miles farther and yet reach its 
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destination at lower transportation cost than it would if consigned from Los 
Angeles. 


CHARGES REVIEWED 





Commercial News thus far has: 
(1) Charged there is a program to sabotage the local harbors, and 

(2) Close them down in the event of war by, in the meantime, reducing 
maintenance and use of facilities so that a condition of nonmaintenance and 
disuse will be established. 

(3) That this program was aimed at the harbors because they are a vital part 
of the national economy in either peace or war; and 

(4) Particularly are the local harbors vital because they are the waterborne 
key to the Nation's greatest defense manufacturing area; 

(5) That the sabotage program is also aimed at the Pacific Fleet of the Ameri- 
ean Navy which anchors in these coastal areas and depends upon them for 
supplies ; 

(6) That the principal device by which the sabotage program is being con- 
ducted is through a labor monopoly ; and 

(7) That a climate or condition is maintained by leaders of this labor monopoly 
as the result of which disturbances are created naturally ; 

(S) That this is a new, approved Communist technique, which avoids the 
possible accusation of plot and perjury in the event of trial or hearing of those 
who foment it; 

(9) That the existence of this program is unknown to hundreds of workers 
who participate in and are mulcted by it; but 

(10) That it is a definite part, in turn, of a worldwide Communist program 
to close to American forces in the event of war those principal harbors upon 
which they would have to rely for defense and offense. 


LEGISLATIVE RECOMMENDATIONS 






In addition, Commercial News has said that it is high time: 
(1) That a law be established permitting the prosecution of labor organi- 
zations on charges of maintaining and operating antitrust monopolies; 

(2) That all Communists and Communist sympathizers should be barred by 
law from control and direction of labor organizations, which are a vital part 
of our national economy, upon which we must depend for survival, both in peace 
and war. 

In addition, Commercial News has placed on public record a series of incidents 
and practices which well substantiate the charges it makes. It possesses more 
information, in greater detail. 


WATERFRONT DANGER POINT 





As pointed out previously, intensive congressional probes of Communist activ- 
ities in America have been carried out in numerous fields, but the one major 
field where such an investigation would prove most beneficial, the waterfronts, 
has been overlooked. 

The Nation’s waterfronts are the focal point of all Communist activity in the 
Nation. They are the places of congregation for party workers and Red trouble- 
makers. And, potentially, the docks and wharves of our great harbors are our 
weakest point of defense. 

It can be proven that Communists handle vital American defense cargo, 
that Communists direct and control workers who handle such cargo. Any 
loyal American who attempted to handle Russian cargo on a Soviet dock would 
promptly be executed as a spy. 

Yet, our businessmen must be aware, and our military personnel surely 
must realize that men dedicated by their political ideology to the destruction 
of America, are engaged on our waterfronts in handling materials upon which 
the Nation’s survival may depend. 





















LOCAL COMMITTEE URGED 





All these things have been set forth by Commercial News and upon the basis 
of the facts, it has urged a congressional investigation of the strangulation of 
Los Angeles and Long Beach Harbors. 















































e 


~— aA 


MERCHANT MARINE STUDIES 1137 


This newspaper, however, does not ask the Congress of the United States to 
enter into an investigation of the local sabotage even upon the impressive data it 
has produeed. 

That is why Commercial News now suggests to the chamber of commerce, to the 
city government, shipping interests and all good citizens the formation of a local 
civic committee to investigate and place on official record the matters to which 
it has referred. 

This newspaper is completely confident that every charge it has made will be 
substantiated, and that, in addition, volumes of additional information will be 
produced. 

The evidence is so overwhelming that, once placed on record, it is a foregone 
conclusion action will be taken by the Congress. 

Congressman Norris Poulson, the incoming mayor of the city, may be prompted 
to join in the establishment of such a civic committee, or it may be set in mo- 
tion by action of the chamber of commerce. The main thing is, it should be 
established. 

Whether its functions would be such as to permit private testimony by ag 
grieved interests and persons who would fear retaliation, is a subject which 
must be considered by the committee, once established. 

Commercial News offers its suggestion of a local investigative group in the 
hope that prompt action can be obtained. In the meantime, this newspaper will 
continue its exposé of the harbor sabotage program. 


[From the Los Angeles (Calif.) Commercial News, June 22, 1953] 


MEN GAMBLE AND LOAF ON LOS ANGELES DocKs WHILE SHIPS SuFFER LONG CostTLy 
DELAYS—GANG SHORTAGES WERE Heavy LAst WEEK AT LocAL HARBORS AS 
SABOTAGE OF SOUTHLAND COMMERCE CONTINUED UNABATED 


(By Elmer Cain) 


There was cargo to handle last week at Los Angeles Harbor. 

But it couldn’t be moved. 

On Tuesday, the harbor was 48 gangs short. 

OnWednesday, it was 26 gangs short. 

On Thursday, it was 78 gangs short. 

Yes; things were just as usual at the harbor last week. where the bland direce- 
tors of the deliberate labor shortage are unhampered in their operations. 

Or should we say nonoperations? 

Over on pier A, the ship Steel Chemist had lain at the dock for 5 days awaiting 
gangs. 

No gangs available. But a look down the dock would have shown longshore- 
men in plain view. 

Not working, of course. Just resting with their backs against a shed wall, or 
talking in groups—maybe all of them drawing standby time for some other ship 
which had been delayed. 

A check of other piers showed that not all of the workers were loafing. No sir. 
Some of them were shooting dice. Some were playing poker. 

And, oh yes, a few were working. Not very hard, of course, at a rate which 
would equal about 50 percent of production in other ports. In some instances, 
perhaps as low as 25 percent of what would have been considered reasonable pro- 
duction in a similar harbor, under similar conditions, 


MINIMUM WAGE GUARANTEE GOAL 


And what is the immediate goal of this program of gang shortages, slowdowns 
and costly delays at the local harbor? 

From all indications, the union is working toward this principal objective: 

It plans to achieve a minimum wage guaranty from the operators, regardless of 
whether or not the workers work, 

That means pay whether ships are in harbor for loading or unloading. 
Whether men are on the job or off. Whether they are available or not 
Whether they are gambling, loafing or engaged in some program of coercion, 
intimindation, and delay. 
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Not much different from what is going on at the harbor now, The shippers, 
the shipping lines and the people of California and all the resources of the har- 
bor’s dwindling world commerce now pay the tariff on that very program. 

It’s not official, of course. The operators haven't signed up for it. But the 
facts and figures will substantiate it beyond the slightest shade of doubt. 

It’s one of the tacit objectives which holds the intermediate minions of the 
union together, while the pinkos and Commies in their ranks work for a larger 
goal, the complete subjection and domination of one of the world’s great ports. 

Confident of the labor monopajy’s hold on the local ports, the dockworker’s 
organization continues its program of exploitation, 

Meantime, despite the marshaling of data, the call for establishment of a 
citizen’s committee to sift the facts and pass them along for a congressional 
inquiry, it has produced no effective reply to the Commercial News charges. 

True, one of the leaders of the labor monopoly described the first article in this 
newspaper as hysterical. 

He could not have identified himself better. Hysterical is a recently adopted 
Communist propaganda-line word, much used these days in such publications 
as Pravda, and in Commie news releases. It’s employed when the Commies are 
nailed with their hands in the political cookie jar, and don’t know what to do 
about it. 

WEALTH OF FACTS AVAILABLE 


But facts and figures are hardly to be considered as hysterical. 

A great mass of information is available. A floodtide of incidents and abuses 
can be released which will shock the Nation. 

All that is needed is the establishment of a public medium which will place it 
on official record, and permit it to be supplied free of coercion, intimidation and 
abuse. 

Commercial News knows positively that records and data have been maintained 
for years by some local sources exploited by the harbor labor monopoly. It knows 
for a fact that data has been collected listing factually one incident after another 
in the long history of the sabotage of the local harbor. 


RETALIATION TREAT 


This newspaper has not disclosed the identity of its sources of information, 
because in virtually every instance those sources have made it clear there would 
be retaliation. 

Retaliation. 

Yes, this is the United States of America. Not Russia. 

Labor expounds long on the right of free speech. It loudly condemns Cor- 
porate monopoly and calls down the antitrust laws. 

But, let a businessman employ free speech against the vicious labor monopoly 
program at our local harbors, and see what happens. 

He would not dare speak out openly, for fear of even greater destructive 
discrimination, slowdowns, delays, and violence. 

This is not just guessing. Such things have happened many times to those 
who, in the past, did speak out. The cost was too high. If they remained in 
business after that, they learned to be good boys. 

They learned, the hard way, that there is no law for prosecution of a labor 
monopoly. 

GANG RULE ABSOLUTE 


Along the docks and wharves, in the great multi-million-dollar harbor installa- 
tions the longshoreman is boss. 

He gambles. He loafs. And when he works, he works at a prescribed, slow 
pace. His pay is high. Much better than that of the white-collar worker. 

No businessman can request his cooperation and expect to get it. 

Labor is a shortage commodity and it is sold at unconscionable prices. And 
the rule is gang rule, in every sense of the word. 


ORDERED OFF SHIP 


The gangs boss the ships, too. 

Recently the head of a local steamship agency went aboard one of his ships 
and inquired as to the possibility of expediting production a little. 

He explained that the ship had a deadline to meet, and it was urgent that it get 
under way. 
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The business agent for the longshore gangs working the ship stepped up. “Who 


ure you?” he demanded. 


The official explained that he was the agent for the ship. 
The business agent snarled at him: “I'll give you 5 minutes to get off this ship 
and leave these longshoremen alone. If you don’t I'll call the gangs off.” 
To avoid a strike and prevent an even greater delay the agent complied with 
the order. 
SPACE SHORTAGES 


Agents for ship lines calling at Los Angeles-Long Beach Harbors are constantly 
asking for more space in order to satisfy the requirements of shippers to foreign 
ports. 

Owners of these ships, knowing the unbelievable cost of handling cargo in this 
area due to gang shortages and slowdowns, are reluctant to grant such requests. 

Thus shippers are penalized by lack of space. 

The present general practice is for ships to call and load token shipments, 
waiting hopefully until such time as the labor problem here clarifies. 

One ship line, inaugurating a new service, sent the first ship in, but only 10 
tons were ready for movement. 

The ship came in at 3 p.m. No gang was available that afternoon and evening. 

Morning came, again no gang was available. 

But, on the evening of that day—note it was evening, and on the second day— 
a gang was made available. 

Chis gang loaded the ship in 15 minutes and took 4 hours of standby time. 

Yet, the union will tell you that there are no gang shortages at the local har- 
bors, and that on such-and-such a date there was no work, and a certain number 
of gangs had to be sent home. 

Note what happened in the case just cited—good pay for work not done, so far 
as the union was concerned. 

But the ship lost 24 hours, paid a high price to load 10 tons, and inconvenienced 
5O passengers, who were aboard the vessel en route to foreign ports. 

The owner’s representative of the ship, here at the time, was thoroughly dis- 
gusted, and said he would curtail space at this port until such time as the harbor 
was in a position to handle ships when they came in, without costly delays and 
slowdowns. 

HIGH PAY RATE 


The pay of local longshoremen runs high, never less than the $400—-$500 mark, 
and better. They sre constantly paid for work they do not perform, as well as 
for hours they do not work. 

At Los Angeles-Long Beach Harbors it costs $75 to tie a line, and $50 to let 
it go the minimum allowance, according to the National Lines Bureau, being 
for 4 hours. 

On June 15, the 16,000 men in the Pacific longshore setup received a 6-cent-an- 
hour pay raise. Under mandatory provisions of the union-PMA contract, the 
actual raise was 63 cents a day for day workers, and 81 cents for night workers. 

Longshoremen work 9-hour shifts, receiving straight time during the day, for 
the first 6 hours, and time-and-a-half for the next 3. They also receive time- 
and-a-half for all work done between 5 p. m. and 8 p. m. 

Would this pay setup throw any light on the above-mentioned incident, when 
a gang suddenly became available to perform 15 minutes work for 4 hours of 
evening standby time? 

It is worthy of note, too, that the high pay at American docksides (and espe 
cially at Los Angeles) is reflected aboard American ships, whose able-bodied 
seamen receive the highest pay in the world—an average of $454 a month. 

Foreign ships and foreign ports often hold out far greater inducements to world 
commerce, And virtually every American port has better labor conditions, and 
greater longshore production at less cost, than do the local ones. 

Because the labor monopoly discriminates against Los Angeles-Long Beach 
Harbor, other harbors are making serious inroads on commerce that normally 
would flow through the local ports. 
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{From the Los Angeles (Calif.) Commercial News, June 29, 1953) 


GENERAL CARGO LOADING CHARGES AT Los ANGELES Harbor AmMonG HIGHEST IN 
NATION=—-SH1ps TuHat Bypass SOUTHLAND PorTS SEND ADDITIONAL FREIGHT TO 
Port oF SAN FRANCISCO, OPERATED BY STATE GOVERN MENT 


(By Bilmer Cain) 


There are times when an observer can’t help noting the seemingly better labor 
cooperation and higher labor production rate at the port of San Francisco. 

There are whispers about these things. Whispers that start by pointing out 
that the port of San Francisco is operated by the State of California, that it 
therefore deals at a much higher level. 

When there’s a labor or commercial agreement involving the port of San 
Francisco, the transactees deal with the government of the State of California. 
In world-trade lanes that is a great advantage, compared to dealing at mu 
nicipal level, no matter how well-known that municipality may be. 

Behind the great Bay City port looms the sovereign power of the State, and 
San Francisco is the point from which the ILWU takes it orders, the point 
from which the Pacific Maritime Association is principally directed, and the 
head oflice for many a business which maintains its subsidiary in southern 
California. 

When Commercial News’ exposé proved there is an artificial labor shortage 
at the local harbors, the longshoreman’s union sent down brass from San Fran 
cisco to confer on a project to add 500 more workers. 

When it became obvious that conditions at the harbors here would cramp 
cotton commerce, for the handling of which large and expensive facilities had 
been constructed, that cotton began to move through San Francisco. 

When a ship bypassed Los Angeles-Long Beach, because of unbearable costs 
produced by coercive labor conditions, obviously, it goes to San Francisco where 
more tolerable conditions are furnished by the same labor leaders who maintain 
the intolerable conditions locally. 

This is not to say that cenditions at San Francisco are perfect. Far from it. 
But they are better than those here in a proportion that definitely exceeds the 
ratio of power between a sovereign State, and a great municipality. 

Naturally, no one wants to come right out and hint that the government of 
the State of California, the paternal power over all municipalities in the State, 
has relegated the ports of Los Angeles and Long Beach to the status of an orphan 
whilst favoring a favorite child. 

But suspicious people do go digging into budets, and trade pacts promoted 
at State level, and cast an eye on disparity of labor chares, and get to mut- 
tering in their financial beards. 

And there are things to talk about. 

Certainly, the San Francisco Bay area has grown, and the increase of popu- 
lation, and the spread of industries indicates that greater water commerce can 
be absorbed there. 

And frankly, San Francisco has absorbed a great deal of the commerce which 
normally would come to Los Angeles were it not for the fact that the head 
labor moguls at San Franciseo perpetrate conditions here which are favorable 
to the northern port. 

In the last analysis, San Francisco merely gets a better break, for like all 
ports dominated by the ILWU, her business interests pay through the nose, get 
a certain amount of loaf-labor, and shell out at prices that are not justified. 

Parenthetically, it should be noted that the ILWU, in addition to being shot 
through with Communists waiting on the shores of our Nation to welcome a 
Russian invasion, is afflicted also, rank and file, with the same basic dishonesty 
which characterizes many segments of labor today. 

To put it as plainly as possible, the workers of the ILWU do not propose to 
give an honest day’s work for any rate of pay, or even the slightest real con- 
sideration for the merchant whose endeavors puts the bread and butter (and 
the cake) into the mouth of the $400—-$500 month worker. 


LOADING CHARGES 


Actually, freight could be handled at Los Angeles-Long Beach Harbors at 100 
percent less charge than now assessed, and the unskilled longshoreman still would 
have a much better income than his white-collar brother who spent years in 
training. 

Almost any example will point up this fact. Crude rubber, for example, which 
is a product in general use. 
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The cost of loading crude into boxcars at Los Angeles Harbor is $3.88 per 2,000 
pounds. At San Francisco it is $2.48 or $1.40 less. 

Naturally, this shows the disparity between the northern and the local ports. 
But there’s even more to it, for at almost any rubber plant around southern 
California you can load rubber into boxcars at 40 cents per ton. 

Or take Australian wool in compressed bales. The tariff rate for loading this 
product to boxcars at Los Angeles Harbor is $3.64 per 2,000 pounds. At San 
Francisco it is $2.04, or a difference of $1.60 in favor of the bay port. 

Cotton is a sample where the disparity is less, and the figures should be cited, 
lest the defense attempt to find some unjustified criticism in this chronicle. 

For high-density bales, the cost of unloading cotton at Los Angeles Harbor is 
$1.90 per 2,000 pounds, while at San Francisco, it is $1.40. This is a difference 
of only 50 cents a ton. 

But Long Beach Harbor, in 1952, handled 722,000 bales of cotton, or 180,500 
tons. The cost of handling that amount of cotton would cost $342,950 at the 
going rate in the local harbors, and $252,700 at San Francisco. On that amount 
of cotton, therefore, the San Francisco handling charge would be $90,250 less 


FOUR DOLLARS PER TON PER GANG 


A recent issue on the New Orleans Port Record states that the average cost of 
handling general cargo in United States ports per gang hour is $1.46 per measure 
ment ton. It also states that the cost at New Orleans is $1.05 

What about Los Angeles? 

Let’s be conservative. Let’s say it is somewhat less than the figures show, 
and give the ILWU the benefit of the doubt. 

The lowest figure for the local harbors is $4 per gang-hour per measurement 
ton, or $2.54 more than the average national rate, and $2.95 more than New 
Orleans. 

And that’s not the rate for a good day’s work. That’s the current rate for 
loaf-labor. 

The Communist in ILWU ranks, who encourages loafing, slowdowns and 
excessive charges, would promptly be shot if he attempted such a course in 
Russia, where workers are slaves, where forced labor is the rule, and union 
hours, wages, and working conditions are unheard of. 

In the name of commonsense, how can an American worker go along With a 
program which has as its eventual objective the establishment for him of condi- 
tions identical to those in Soviet Russia? 

sut, historically, on the waterfront, there has existed a feeling by labor that 
management and labor have separate interests. Radical elements, since the 
days of the IWW, have dominated dock labor, or swayed it. 

This fact was well set out in the factual address last week of Charles L. Tilley, 
manager of the Outer Harbor Dock and Wharf Co. 

Tilley, speaking before The Foreign Trade Association, refrained from any 
comment on current harbor conditions 

But his review of how labor organizations developed through the years at 
the harbor, disclosed the pattern by which radicals have been able to mingle 
with and influence honest labor. This started with the IWW in 1920-21, and 
has continued periodically down to the present. 

Tilley’s principal point was that labor and management must find a common 
meeting ground to settle their difference, if they wish to avoid further Govern- 
ment intervention and control. 

With this Commercial News agrees, but it does not believe such an Areadia 
can be obtained until drastic action is taken to rid America’s waterfronts of 
Communist control and influence. 


{From the Los Angeles (Calif.) Commercial News, July 6, 1953] 


StTeaMsuHip Lines May Set 25 Percent SuRCHARGE ON LOs ANGELES-LOoNG Breacu 
Carco—42 ArE ARRESTED IN POLICE Rarps ON HarBor GAMBLING OF LONG- 


SHOREMEN 
(By Elmer Cain) 
Raiding police arrested 42 persons last week in a roundup at midday long- 
shore gambling games at the harbor. 
But there was something far more ominous on the horizon for Los Angeles and 
Long Beach Harbors. 
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From two reliable sources reaching Commercial News yesterday it was 
reported that the Pacific Westbound Conference and Pacific European Confer- 
ence are considering penalty action against the Ports of Los Angeles and Long 
Beach, by placing a surcharge up to 25 percent on items in the tariff. It was 
asserted that such penalty action would be on the agenda for the next meeting 
of each conference. 

Continued high operating costs and excessive delays to ships of the steamship 
lines who are members of the conference, has made it necessary to consider such 
penalty action, it was reported. The surcharge if adopted by the 2 conferences, 
would take effect within 60 days, which would mean that officials of the 2 harbors 
would have to take action within that time to materially improve the local situa- 
tion. 

If the two leading conferences place a penalty against Los Angeles and Long 
Beach Harbors it would follow that other shipping conferences might take simi- 
lar action. This would be a “death blow” to the future development of these 
two ports and would force the diversion of cotton, citrus, borax and manufac- 
tured goods as well as numerous other trade items to competitive harbors. 






FINAL 
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In effect, the surcharge might legalize the racketing of the local longshore 
groups, permitting them to continue their present loaf-work tactics, while at the 
same time allowing vessels which called here, to sail after the usual slowdowns 
and tieups without suffering the heavier losses now incurred. 

Of course, and more likely, the surcharge plan might well be the final crush- 
ing blow to the local harbors. What shipper would give preferential use to a 
harbor where his costs would be excessive and he would always be in doubt of 
cargo movement? 

In this series, Commercial News has repeatedly warned that unless drastic 
steps were taken, the two local harbors ultimately would be reduced to minority 
operation, and that virtually all waterborne trade through Los Angeles and Long 
Beach would be lost. 


PROBE AGAIN URGED 





This newspaper has urged a congressional investigation of the labor monopoly 
at the two ports, and of Communist infiltration of the ILWU and its operations, 

Pending a move by the Congress, we have also advocated creation of a civic 
committee with intestinal fortitude to sift the facts, and act as a sounding 
board preceding a probe by national lawmakers. 

Commercial News now repeats these proposals, and points to the latest develop- 
ments in labor monopoly sabotage of our harbors. 

Who could blame the steamship lines for the surcharge proposal? It is common 
practice for a ship to be tied up here for 4 or 5 days awaiting longshore gangs. 

Not only do costs of operations mount excessively for the ship lines, they also 
lose customers. 

And the local harbors, financed to the tune of hundreds of millions of dollars, 
also lose. Lose world prestige and countless millions of dollars, too. 

Imposition of a surcharge by the two conferences mentioned would place the 
ports of Los Angeles and Long Beach in the same cost category with graft-ridden 
New York Harbor. 


FANTASTIC COSTS 





New York port costs came in for severe criticism last month at the Baltie and 
International Maritime Conference, held at The Hague. The critic was John 
Fisher, president of the conference. 

“It costs the fantastic sum of $6 to load or discharge a general cargo in New 
York,” he declared. 

General cargo handling charges at Los Angeles-Long Beach also are fantastic, 
as previously pointed out by Commercial News. 

Four dollars a ton for the privilege of having cargo loaded on and off ship is 
unbelievable. What will the picture be if the Pacific Westbound Conference and 
the Pacific European Conference vote a surcharge? 

Parenthetically, before leaving the matter of costs, it should be noted that 
some shippers estimate the Los Angeles-Long Beach general cargo handling rates 
to be $8.50 to $11 a ton. 

And some of them have figures to prove it. 

The $4 rate cited by the Commercial News is based on longtime operation which 
possibly may include a period of partially honest production. 
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Every effort has been made to obtain accurate data, and this newspaper will 
have no hesitancy in correcting figures or statements. 


THE GAMBLING ARRESTS 


Commercial News takes no glory from the fact that 42 men, most of them work- 
ingmen, were arrested on gambling charges. 

Previously, this newspaper had indicated it possessed photos and information 
of extensive gambling at the local harbors, gambling while ships were delayed 
and cargoes left standing 

In answer to claims that gambling, if any, was all done on lunch-hour periods, 
Commercial News published a dice-game photo which showed winches in opera- 
tion, The photo was taken at 4:30 p. m. 

It may as well be said that Commercial News charges were credited (or blamed) 
with bringing about last Thursday’s gambling raids. 

Virtually the first question asked of raiding officers related to whether this 
newspaper's stories had brought about the raids. 


SIX GAMES IN PROGRESS 


In all, 11 officers, led by Set. A. W. Trembley of the harbor vice squad, and 
officer Dave Stanton of the Los Angeles Central Vice Squad, participated in 
the raids. Five poker games and one dice game were nailed 


In berth 146 there were 2 games in progress, 1 poker, 1 dice. There was a 
poker game in berth 179, 1 in berth 158, and 2 in berth 155. 
Of the 42 men arrested, 35 were longshoremen. Police said they had had com- 


plaints from wives, and others about the dock gambling 

This might well have been, since the longshoremen have been losing their 
money to gambling slickers. Their union leaders have admonished them to 
keep strangers out of their games, but there were seven outsiders among theni. 
Some admittedly were legitimately at ship side. One said he was a professional 
gambler. Others had explanations 

But police stated some of the outsiders appeared to be floating professional 
gambling slickers. 

And in the six games, the outsiders had most of the money at the time of 
the police raids. 

The men arrested were tractable. They had been informed by the union 
they could gamble, they said. They were a little surprised, but there wasn't 
much excitement. 

The union paid their fines, and they were all free again by evening. Each 
one is supposed to be suspended for 7 days by the union, according to dock 
doctrine. No one knew for sure it would be done. 


$5 OR 2 DAYS 


But apparently the judge down at San Pedro didn’t look on the matter as 
much-to-do-about-anything. 

He just said $5 or 2 days to each of the defendants and they went out the 
door the way they came in. 

The good old harbor labor monopoly was in complete charge as usual, and 
all the fines amounted to was a license to go back and do it again. Imagine 
anybody up in Los Angeles getting off with a $5 fine on a gambling charge. 


DOMINATION UNBROKEN 


The gambling raids will jolt the harbor labor monopoly somewhat 

But it will take more than that to correct the situation already pointed out 
in the various Commercial News articles. 

It is claimed the longshoremen eat their lunches on the job, and then make 
a practice of gambling on their actual hour-lunch period. 

Commercial News has said that longshore workers both loaf and gamble 
on the job. It sees no reason to change that statement. 

Workers of any other category in America would be arrested if they attempted 
wholesale gambling on their lunch hours. But the widespread harbor gambling 
has a greater significance. 

It is one of many evidences of ILWU domination by radicals, of the breakdown 
in morality, of the manipulation and direction of union workers by Communist 
elements who flaunt American law and order * * * seeking by this means, and 
others, to destroy the greatness of a nation. 
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[From the Los Angeles (Calif.) Commercial News, July 13, 1953] 


HARBOR CONDITIONS REVIEWED IN ApprRESS OF EDriToR Berore ForEIGN TRADE 
ASSOCIATION 


(By Elmer Cain, editor, Commercial News, before Foreign Trade Association 
luncheon, Biltmore Hotel, Thursday, July 9, 1953) 


You have asked me here to discuss a subject with which many of you may 
be far more familiar than I. 

The difference between us is that I have publicly said that there is a labor 
monopoly and labor sabotage at Los Angeles and Long Beach Harbors. I have 
said that steamship companies and shippers and businessmen are being pushed 
around and intimidated and exploited by a labor organization where communism 
has free play, and which is direeted by a man who had been repeatedly charged 
with being a Communist. 

On June 25, I sat with this group and heard one of your officers say that none 
of you, nor any other businessman who knows these facts would dare lift his 
voice for fear of retaliation. 

Labor racketeering at our local harbors is equally as vicious as in New York. 
This is common knowledge to all businesses which operate through our harbors. 

Sut none of these businesses dares claim the rights of free speech and free en- 
terprise guaranteed by our laws and our Constitution, for fear of being victimized 
or wiped out in retaliation. 

We are content to keep on sweeping our troubles under the carpet. 


ISSUE MUST BE FACED 


The chamber of commerce, the government of the city of Los Angeles, the great 
industria! and business empire of southern California must face an issue. 

Kither we must put an end to present labor racketeering at Los Angeles-Long 
Beach Harbors, and produce a stable and adequate labor supply, free of Com- 
munist direction and manipulation, or we must accept the inevitable, eventual 
decay and virtual abandonment of those harbors so far as world trade is con- 
‘ erned, 

And let us not be satisfied to assert that some of our harbor facilities will con- 
tinue to operate no matter what happens. You cannot profitably operate a lum- 
ber mill to produce one match stick, nor maintain a steamship terminal to service 
a rowboat. 

We (at Commercial News) have received unanimous and widespread support 
in the southern California business world for our campaign against the harbor 
labor monopoly. Letters and telephone calls have poured in in a steady stream, 
saying that we were right, saying that we must see this fight through. 

And a floodtide of information opened up for us. People who were deadly 
afraid have talked to us, upon our promise we would not reveal sources of in- 
formation. We have kept that promise. 

I should mention that one person demurred when I first envisioned the local 
harbors dwindling, some day, to rowboat status. Perhaps he thought my imagi- 
nation was a little brisk. Since that time we have put on record (in the Commer- 
cial News) some facts and figures that must have shocked the gentleman in 
question, 

SURCHARGE DANGER 


It must have been a shock, for example, when we revealed the great steamship 
companies are debating a proposal to place as much as 25 percent surcharge on 
all commerce through Los Angeles and Long Beach Harbors. 

If this surcharge were generally adopted by the major lines doing business 
here, virtually all the general cargo of the two local ports could be wiped out. 

You can hardly blame the steamship companies. They must obtain added 
revenue if they are to continue to deliver and pick up cargo at harbors where 
loading costs sometimes run from $8.50 to $11 a ton, compared to $6 a ton in 
racket-ridden New York Harbor. 

As conditions now are, hundreds of ships which formerly called at Los Angeles 
and Long Beach Harbors now bypass them. 

They make no secret of why. The reason is a monopoly which deliberately 
maintains, under the direction of Harry Bridges, a shortage of help, and which 
furnishes longshore workers who work at a deliberate slow pace, who dally to 
obtain overtime pay. By willful dalliance, coercion, and artificial help shortages 
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our hurbor labor monopoly delays ships calling at our local harbors, and causes 
losses in perishable goods waiting on the docks 

One day's delay for a ship may cost $1,000 to $5,000, and vet delays of 5 days 
are now common for vessels calling here. The loss depends on cargo and 
passenger commitments 

The artificial labor shortage at our ports, the vacations affecting hundreds of 
workers, are well known. We (on Commercial News) have recited one incident 
after another of ship delays resulting from the failure of the ILWU to supply 
gangs. 

We were so successful in proving our case on this score that we were able to 
report, on June 22, that the union had agreed to put on another 500 men, or 40 
gangs 

(1) That’s point No. 1 gained in what, thus far, has been a campaign by a 
single medium. 

On that same date we reported widespread gambling on the docks by longshore 
workers who had been assigned to handle ship cargees. We also published our 
first photo of dock loafing and gambling. 

Last week the vice squad arrested 42 persons in the dock gambling games, 
breaking up 6 different gambling setups 

(2) That’s point No, 2 gained. 

But we have sought a congressional investigation as a result of these exposés, 
and have proposed other remedial steps. These I will review in a moment 

First, I desire to nail down the figures on the artificial labor shortage which 
gives these labor racketeers economic and political control of two harbors whose 
invested value exceeds a quarter of a billion dollars. 

So far there are no results of the reported move to add 500 men. Even if 
these are supplied, the labor monopoly will continue to be maintained through 
slowdowns, work stoppages, strikes, and the same program of exploitation that 
has prevailed now for years. 


GANG SHORTAGES 


Let me repeat for you the figures on gang shortages for May, as taken from 
the files of Pacific Maritime Association, which represents the steamship com- 
panies in dealing with labor. 

During May we were 500 gangs short on the day side at our local harbors. 
That's 10,000 days of man time. 

On the night side we were 298 gangs short for the month or 7,960 days of man- 
time. A shortage of 160,000 man-hours in a working month of 24 days. 

For every man-hour lost, some businessman paid extra dollars, some shipper 
lost money, some steamship company paid a costly and unwarranted penalty. 

The May shortage of labor at our harbor was deliberate, planned, and yicious. 
It is the same sort of thing which has been going on for months—and years 
but now increased to greater degree. 


FULL-TIME PERMANENT STRIKE 


Taken into consideration with the current shambles at the harbor a shortage 
of 10,000 days of man-time in a period of a month is the equivalent of a full-time 
strike. I make that assertion for several reasons: 

(1) The men who are working do not at any time, at any dock, give an honest 
day’s work. 

(2) They purposely delay until they can gain the benefit of time and one-half. 

(3) They gamble extensively on the time of their employers. 

(4) They deliberately delay for as much as 5 days ships which could have been 
at sea again in 1 day. 

(5) They drink on the job and are sometimes drunk to such a degree that cargo 
handling becomes hopelessly bogged down. 

I repeat : These conditions, plus artificial gang shortages, constitute a full-time 
strike at Los Angeles Harbor. It is a permanent, long-maintained strike. 

It exists within the full knowledge of Harry Bridges and his henchmen. It 
exists even though the union has only recently renewed its contract with the 
Pacific Maritime Association, and under that contract has agreed to render 
honest services. 

Trying to explain the whole picture at Los Angeles Harbor in an address as 
brief as this is difficult because the first thing asked will be this—what’s 
behind it? 
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To take it on a broad scale, you have to revert to the general major purpose of 
world communism—that purpose is the destruction of the capitalistic system. 
All Communists devote their efforts to discrediting and delaying whatever seg- 
ment of American business or industry they infiltrate to control and curtail the 
production. 

If they can wreck the particular field in which they are committed, so much 
the better for their purposes. 

Therefore, there will never be any labor peace nor honest production by the 
ILWU so long as Bridges and his lieutenants control and direct it. 

Within a stone’s throw of the Pacific fleet anchorage, Moscow dictates the 
political and economic operation of Los Angeles Harbor. 


THE SCOREBOARD 


If you doubt that, take a look at the scoreboard on the unmber of ship lines 
that have quit this pert and the losses to ships delayed by the tactics I have de- 
scribed, and take specific note of the pending proposal of the major steamship 
lines to charge as much as 25 percent more for any cargo they pick up or deposit 
at out harbor. 

Since 1939 intercoastal tonnage at Los Angeles Harbor has declined over 50 
percent from 4,700,000 tons that year to 2,200,000 tons in 1952. 

This represents a decline in sailings from 1,200 in 1939 to 450 in 1952. 

Only about 35 ships now call at Los Angeles in intercoastal trade compared to 
150 before the war. The incidents and abuses are so numerous that it would be 
impossible to review them here. I have set forth many of them in the various 
articles published in the Commercial News. 

The program of attrition continues to victimize the port of Los Angeles to this 
very hour. 

In March 1953 American-Hawaiian Steamship canceled 52 of its intercoastal 
sailings. This company had been calling at Los Angeles for 50 years. It blamed 
its withdrawal on union troubles. 

Because of costly delays caused by labor tactics, Luckenbach Steamship Co. in 
May 1953, limited Los Angeles Harbor loadings eastbound to 500 tons per ship. 

Likewise, in May the Quaker Line withdrew three sailings from its eastbound 
general cargo trade at California ports. 

This line is reported to have lost $500,000 last year, and in canceling its sailings 
it blamed artificial shortages in longshoring gangs and extra costs from resultant 
port delays, particularly at Los Angeles. 

In June one of the leading Japanese steamship lines abandoned inbound calls 
at Los Angeles and is now bunkering its ships at Honolulu. It bypasses Los 
Angeles now and proceeds to the east coast by way of Central America and Cuba. 

The Japanese to whom I have just referred have plenty of reason for bypassing 
Los Angeles. They have been getting a pushing around here too. Just before the 
cancellation referred to the local longshore monopoly charged a Japanese ship 
$500 to move 14 tons of cargo, or $35 a ton. 


FANTASTIC CONDITION 


And yet last month Sir John Fisher, head of the Baltie and International 
Maritime Conference, meeting at The Hague, described the $6-a-ton handling 
charge at New York Harbor as fantastic. 

Things at Los Angeles Harbor are even more fantastic than those in New 
York. The eastern harbor exceeds us only in the size and resultant scope of 
racketeering. It can’t begin to compare with us in the degree of criminality 
inflicted upon southern California business and industry and upon world com- 
merce which attempts to flow through our port. 

Tt is a part of of the Communist plan of world domination to maintain Los 
Angeles Harbor and all the other key ports of America in a constant state of 
unrest and trouble and, if possible, by this means, cause deterioration of facilities 
through reduced utilization. 

Our great harbors are a vital part of the national defense system, and Los 
Angeles Harbor, which serves one of the greatest defense maunfacturing areas in 
the Nation, is a vital key to the Nation’s defense as well as to its domestic 
economy. 

The radical leadership of the longshore union proposes to control our ports, 
and Los Angeles specifically, by maintaining this labor monopoly as a result of 
which longshore workers may earn up to $500 a month for loaf-labor, may drink 
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on the job, may gamble as the please on the dock, and if occasionally arrested 
for such gambling, can promptly be freed when the union pays their standard 
$5 fine. 

The municipal court of Los Angeles unwittingly has been drawn into and made 
a part of the Harry Bridges domination of Los Angeles Harbor. Every time a 
municipal judge sitting at San Pedro assesses a standard $5 fine for gambling 
on the docks, he helps perpetuate Harry Bridges and what Bridges stands for. 
here are plenty of honest longshore workers who don’t realize what’s going on, 
and they will tell you the union has informed them it’s O. K. to gamble. But 
the municipal court doesn’t appear to know what’s going on either. 

Last week the police vice squad arrested 42 persons gambling on the harbor 
docks after a Commercial News exposé. All these men were freed for $5 each 
that’s just a license to gamble again and helps perpetuate the Harry Bridges 
control of Los Angeles Harbor. 

And he is the man who controls it. 

Certainly the harbor has grown despite all the restrictions placed upon it. 

Yes, believe it or not, water-borne tonnage through the Los Angeles-Long Beach 
Harbors has increased in the past decade by exactly 0.2 percent. In that same 
period of time, with millions of new population pouring in, and huge new invest- 
ments, the industrial expansion of Los Angeles County increased 423 percent. 

Four hundred and twenty-three percent against two-tenths of 1 percent. 

If there is nothing wrong at the local harbors, how do you explain that? 

What’s wrong with Los Angeles Harbor? Since 1940 the population of Cali- 
fornia has increased 5 million. In 1952 private and public construction projects 
in California exceeded $3,600 million. Gross receipts from farm marketings 
were $2,700 million. The year’s retail trade was $15 billion. 

In the face of a growth and expansion probably unprecedented in the history 
of the world, southern California and the Los Angeles area have exploded into 
history’s greatest boom, But ships go sailing by Los Angeles Harbor to stop at 
other ports. 

Aside from the major general purpose of domination, there are some inter- 
mediate aims which the ILWU has in mind for the port of Los Angeles. For 
example, it is generally believed that one of the purposes of the permanently 
maintained strike condition is to bring forth a minimum-wage guaranty 

Many shipping men believe this is a principal ILWU objective. It would mean 
that the workers would get paid whether or not they worked, whether or not 
there were ships in the harbor, whether the men were on the job, or off, and I 
suppose even if they were loafing, gambling, or drinking 


DEFENSE DANGER 


Commercial News has also pointed out that men who are ideologically com- 
mitted to the destruction of America are handling cargo on whose safety the 
Nation must depend. Specifically I refer to goods used by the Armed Forces. 

Since that story a month ago, the Navy has kicked Bridges off the job at 
Pearl Harbor and will use civil-service employees to handle cargo. 

This brings me to a point I want to make—that unless private business and 
industry find a way to remove the Communists and racketeers from domination 
of the longshore workers organization, there will be increasing proposals for the 
establishment of a civil-service plan to handle cargo not only at Los Angeles but 
at other ports. 

CIVIL-SERVICE LONGSHOREMEN 


I realize this suggestion may have unpleasant implications for some of the 
men who operate in the cargo-handling field through contracts with longshore 
workers... But there is a definite feeling now developing in maritime circles fa- 
voring the handling of cargo by city or State workers who are on the public pay- 
rolls, cleared by loyalty checks, and employed under civil-service system. 

You should not overlook the provisions in the New York and New Jersey legis- 
lation signed July 1 by Gov. Thomas E. Dewey and Gov. Alfred E. Driscoll. 

These identical laws establish a two-man bi-State commission to clean up the 
330-mile-long eastern waterfront. 

I will call your attention to newspaper stories saying that these new laws 
“outlaw the public loading racket which has bled shippers of an estimated $15 to 
$20 million annually in the port.” 

A congressional committee has been assigned the task of investigating and 
determining the advisability of legislation to remove all Communists from con- 
trol, direction, and position in labor unions. 
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I suggest that congressional group be invited here to investigate conditions 
in the port of Los Angeles. The chamber of commerce, the city government, and 
other interested agencies should join in the invitation and contribute to supply- 
ing information 

I believe information on our own port alone will largely contribute toward 
enactment of the legislation suggested. 


THE SUPREME COURT DECISION 


I do not believe there will be any peace at the Los Angeles Harbor until Harry 
Bridges no longer controls it. 

I heartily disagree as a matter of law alone with the majority opinion of the 
United States Supreme Court which freed Bridges on a technicality. Many law- 
yers will tell you that the majority opinion is of dubious soundness, 

As a matter of fact, there is no law which bars a Communist from becoming 
a citizen of the United States. An applicant is barred only if he proposes the 
destruction of the United States by force and violence. Our National Supreme 
Court has said that it is not necessarily true that a person who is a Communist 
fosters a program for the destruction of our country by force and violence. 

With that statement of our national high tribunal, I also disagree. I would 
refer you, however, with approval to the dissenting opinion in the recent Bridges 
case which said, “There has been no Court ruling that Harry Bridges bas not 
been a Communist.” 

In conclusion, I want to say that I marvel how our congressional investiga- 
tors of communism could have overlooked the American waterfronts. Our ports 
are the greatest happy hunting ground for Red doctrines and schemes of any 
vital area in the Nation. 

The Los Angeles wharves and docks especially are among the most Red-ridden 
of all. 

I do not speak in a speculative vein. In the past 2 months some of southern 
California’s top business circles have communicated information to my news 
paper. 

They have talked because we have promised we would not disclose our sources 
of information. It is a pitiful thing to see great business executives and major 
industries afraid to speak out openly against utter criminality and piracy as cruel 
and ruthless as ever history produced. 


STEALING FROM SHIPS 


In this vein, I should mention stealing from ships by longshoremen. There was 
a flurry over this a few years ago at Los Angeles Harbor. But the steamship 
lines and the businessmen who were victimized were afraid to talk—afraid to talk 
even though a million dollars in goods is stolen every year. 

One company lost $250,000 in 1952, most of it, perhaps all of it, at Los Angeles, 
and wouldn’t talk for fear of retaliation. 

As a general practice, looting of ships by longshoremen is not reported to the 
police. If there are arrests, occasionally, prosecutions almost never result. The 
victims are afraid. 

One worker made off with five truckloads of lumber and was not prosecuted. 


GOOD AMERICANS 


The union is very cooperative about checking against thieves. Union watchers 
are assigned to keep an eye on the gangs. But they are union watchers, not police. 
And the thefts haven’t stopped. 

Let me insert that I do not indicate all the longshoremen on the Los Angeles 
waterfront. There are scores of good, sound Americans among them. But a good 
part of them are dupes. 

And if you are able to loaf all day at a pay of $20 a day and up, earn up to $500 
a month, drink, gamble, and generally enjoy yourself, you might not be too quick 
to question your leadership. 

Thus, Harry Bridges is well regarded by longshoremen who are not Commu- 
nists. But there is no mistaking he is the darling of the Communists—the man 
who rushed off to Hawaii when the Reds were convicted there, and lent them aid 
and comfort. 

Not only that—Bridges, with a protective arm around his Communist lieu- 
tenants at Honolulu, issued a warning to the great American business and indus- 
trial empire. 
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Anyone who tried to take advantage of the conviction of his Communist friends, 
he said, would suffer retaliation. 

And so we have the incredible picture of Bridges warning the American 
free-enterprise system that he would punish it if it relied on the pronouncements 
of the American judiciary. 

My newspaper has called for a congressional inquiry at Los Angeles Harbor. 
As a final word, may I say that there are signs that that investigation will be 
forthcoming, probably this month or next. 

It may be made up of three men—a subcommittee of the Senate Internal Secu- 
rity Subcommittee. This group is assigned to conduct hearings on a bill to ban 
recognition of unions believed to be Communist dominated. 

The three Senators are John M, Butler, Republican of Maryland, Herman 
Welker, Republican of Idaho, and Pat McCarran, Democrat of Nevada 

This committee, or another with similar purposes, will conduct the hearing at 
Los Angeles. 


From the Los Angeles (Calif Commercial News, July 20. 1953 
VERMANENT STRIKE CONDITIONS ARE MAINTAINED AT LOS ANGELES HARBOR 


(By Elmer Cain, before Los Angeles Transportation Club, Alexandria Hotel, 
Monday, July 20) 


Last week I met with a group of businessmen who are planning to take action 
on the Los Angeles Harbor situation. 

After we had talked for some time, one of their officers said he would like me 
to enumerate some of the facts. 

He said they all knew how bad conditions are, but now much could they prove. 
What could they set down? 

And I will say to you the same thing I said to this committee, that the facts 
are numerous, they are in plain evidence, and they are criminal and incredible. 


FACTS OUTLINED 


The facts are these: 

The labor supply at Los Angeles Harbor is controlled by the International Long- 
shore and Warehousemen’s Union, which is directed and dominated by Harry 
Bridges, who was recently freed on a legal technicality of Government charges 
that he obtained American citizenship after lying about his Communist Party 
membership. 

No court ruled that Bridges was not a Communist. There was no decision on 
the moral issue, and even when it said the Government's timing was wrong, the 
vote of the court was split. 

Bridges is the man who controls Los Angeles Harbor and its huge investment. 
Whatever operation goes on there, is in effect by his permission. And it is an 
operation so costly to shippers and steamship companies that they are diverting 
millions of tons of cargo to other ports and to other means of transportation. 

The facts and figures which explain just what is going on at Los Angeles 
Harbor are these: 

(1) First of all, we have a complete labor monoply, which: 

(a) Levies exorbitant cargo-handling charges by arbitr 
and application of labor contract provisions; and 

(b) Enforeces artificial gang shortages in order to provide excessive rates of 
pay to a limited and coddled labor pool ; and 

(c) Operates in an atmosphere wherein drunkenness and gambling are coun- 
tenanced as a part of the system, and the yearly theft of $1 million in cargo is 
considered such a commonplace that no one is ever sent to jail for it. 

When you combine excessive cargo charges with artificial gang shortages, loaf- 
labor, drunkenness and gambling on the job, intimidation of shippers and steam- 
ship companies, and other racketeering devices now freely employed at Los 
Angeles Harbor, you can reach only one conclusion: 

(2) These combined factors add up to a permanent strike, a strike continuously 
maintained, day and night, week after week, month after month * * * 

Gang shortages at Los Angeles Harbor were never worse than at this moment, 
even though on June 22 the ILWU (after conferring with the Pacific Maritime 
Association) promised to put on another 500 men, 
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In May, according to PMA files, the harbor was 500 gangs short on the day side, 
or 10,000 days of man time, and 298 gangs short on the night side, or 7,000 days 
of man time. 

In all, this represents a shortage of 160,000 hours of man time in a single 
month. That much shortage, plus the other described conditions, I again sug- 
gest, is the equivalent of a full-time strike. 


HARBOR BEING STRANGLED 





There are secret reports in existence among California businessmen which 
will substantiate everything I say, and in addition we at Commercial News have 
gathered enough evidence to satisfy any congressional committee. 

The labor monopoly is slowly strangling Los Angeles Harbor. It cannot survive 
unless these conditions are eliminated, and the removal of Communist domina- 
tion and manipulation of the harbor labor pool is an absolutely necessary part 
of the job. 

I have tried to make it very clear that Los Angeles Harbor faces a crisis, not 
later, but right now, and that a showdown on one major phase of this crisis must 
be confronted possibly within a month. 

Parenthetically, there are two other points I want to emphasize, first, that 
I am not criticizing and condemning all the longshore workers at Los Angeles 
Long Beach Harbors. 

There are good sound, honest Americans among them, but from all indications 
they too are victims of the system. 

Second, you must realize that despite all handicaps imposed by the Harry 
Bridges-directed union, Los Angeles Harbor has grown. But its gain in pros- 
perity has been limited. Here is a direct quote from a Los Angeles Chamber of 
Commerce report filed late in 1951: 

“An analysis of postwar (1947-50) and prewar (1935439) total capital in- 
vestment of new industries and expansions within Los Angeles County, and a 
total waterborne commerce at the Los Angeles-Long Beach Harbors reveals 
thfiit industrial expansion has increased 423 percent, whereas waterborne ton- 
nage has improved 0.2 percent.” 


SHIP CANCELLATIONS 


One ship line after another has canceled or curtailed calls at 
Harbor. 

(1) Since 1989 the intercoastal tonnage at Los Angeles Harbor has dropped 
over 50 percent, from 4,700,000 tons that year to 2,200,000 tons in 1952. 

(2) In the prewar period 150 intercoastal ships called at Los Angeles, com- 
pared to about 35 now. 

(3) In March this year (1953) American Hawaiian eliminated 52 Los Angeles 
sailings because of union troubles. This line had called at Los Angeles for 
50 years. 

(4) In May, this year, because of longshore costs and delays, Luckenbach 
Steamship limited loadings eastbound from Los Angeles Harbor to 500 tons 
per ship. 

(5) In May, this year, the Quaker Line withdrew three sailings from the 
eastbound general cargo trade from California. It blamed artificial labor short- 
age, particularly at Los Angeles. 

These are just some top highlight facts. There are literally scores of actual 
racketeering incidents which can be added to these. 


Los Angeles 





SURCHARGE CRISIS 


In this review I have merely set forth a few of the multitude of facts in 
order to establish an understandable pattern. 

You will note the increasing withdrawals of shipping lines, and the conse- 
quent diversion of tonnage. This leads up to a point, the major crisis to which 
I have previously referred, the threatened imposition by the steamship lines of a 
surcharge on all cargo handled through Los Angeles Harbor. 

For the past several years, because of vicious Los Angeles Harbor labor con- 
ditions and costs, there have been rumors that the steamship companies may 
find it necessary to impose extra charges for cargo calls at Los Angeles and 
Long Beach. 

On July 6 I reported that the Pacific Westbound Conference and the Pacific 
Suropean Conference were considering a surcharge of as much as 25 percent on 
all Los Angeles and Long Beach cargo. 
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This report is completely accurate. The surcharge proposal is on the agenda 
of the conference for action at their next meetings. If it is adopted, that can 
well mean that all other conferences which have ships calling at Los Angeles 
Harbor will have to take similar action. 

And that would mean an additional charge of 25 percent every time a pound 
of cargo crossed the docks at Los Angeles Harbor, either inbound or outbound. 

Los Angeles Harbor already is losing world prestige as a result of labor 
racketeering. Adoption of a steamship surcharge would top it off, and repre 
sent a crushing blow to hopes for its future 

I am told that the officers of the Foreign Trade Association of Los Angeles 
view all these matters so seriously that they will ask a congressional investi- 
gation of our local ports 

DIVERSION OF rON NAGE 


There are other moves under way in the business field here, too. For 
example, the questionnaire sent to the members of the Los Angeles Traffic 
Managers Conference in an effort to determine if there have been actual ton- 
nage diversions because of the harbor labor rackets. 

Since the business of the harbor gains somewhat despite labor racketeering, 
annual reports do not reflect diversions of tonnage caused by the vicious 
conditions 

The survey of the Traffic Managers Conference is not completed, although 
some of the ballots are in. The members were asked to vote on whether they 
would prefer a civie committee or congressional investigation of harbor condi- 
tions, and to report tonnage diversions at Los Angeles-Long Beach Harbors 
because of high costs, strikes, work stoppages, slowdowns and gang short- 
ages, ete. 

I think it is highly important to note that these traffic managers, who handle 
vast quantities of merchandise for business firms of every size and nature in 
this area, have voted unanimously for an investigation of our local harbors. 

These men serve the most vital .posts in firms ranging from medium size to 
multimillion dollar corporations. 

They (the members of the Traffic Managers Conference) control fully half 
of all goods transported in and out of the Los Angeles metropolitan area, a 
vast array of merchandise of fabulous value. 

One traffic manager reported he had diverted 500,000 tons of cargo a year 
from Los Angeles Harbor because of labor conditions there. 

Another reported diverting 55,000 tons a month, or 660,000 tons a year 
for the Same reason. 

Another reported 100 percent diversion because of labor conditions, others 
50 percent, another 66 percent, and some gave lesser amounts, while still others 
did not use waterborne transportation. 

With the returns incomplete, we at least can get a picture by a compilation 
from 16 different traffic managers representing a variety of firms: 

The combined diversion of cargo made by these 16 was 2,533,740 tons a year. 

So, we have proof of large-scale diversions of cargo from Los Angeles Harbor 
because of the rackets there. When you add to this other diversions from 
shipments independently consigned from abroad, and handled by persons not 
members of the Traffic Managers Conference, there would seem ample justi- 
fication to conclude that our ports are losing countless millions of tons of cargo 
because of outrageous labor conditions and costs. 

I want to refer now, again, to the fact that 16 local traffic managers reported 
they were compelled because of labor costs and conditions to divert over 2,250,000 
tons of cargo a year from our harbor. 

You can only appreciate what that means if you realize that in 1952 the total 
general cargo handled at Los Angeles Harbor was 2,726,844 short tons. 

Two million two hundred fifty thousand tons diverted yearly, two million 
seven hundred twenty-six thousand eight hundred and forty-four short tons 
general cargo, 1952 Los Angeles Harbor. 

The total shipments from Los Angeles Harbor last year, 1951-52, were 13,900- 
000 tons, which represented a decrease of nearly half a million tons over the 
year before (480,000 tons). 

Despite the construction of great new facilities, costing millions of dollars, 
Los Angeles Harbor commerce continues to decrease. I say the facts in evidence 
warrant an investigation. 

It should also be noted that the vote thus far cast in the poll of the Los 
Angeles Traffic Managers Conference is unanimous for an investigation. The 
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vote is 2 to 1 for a congressional investigation while some of these men favor an 
investigation both by a civic committee and a congressional group. 

Thus, we now have two important local business groups favoring a congres- 
sional inquiry. 

Racket incidents are too numerous to review in an address such as this, where 
the overall picture must be presented. I have already placed a whole series of 
them on publie record. 

These incidents range from action of the union ordering agents off their own 
ships, to charging a ship standby time for stores loaded by the ship’s own crew. 

They involve the imposition of charges and conditions so restrictive that scrap 
and metal cannot even be loaded by magnet cranes at Los Angeles Harbor, 
although this is common practice at other ports. 

Longshore leaders have demanded that open hatch covers on arriving ships be 
replaced so that they can charge for uncovering them. They have charged 
penalty explosives pay for unloading empty brass shell casings, 

They unnecessarily require that cargo be unloaded to the dock, and then be 
placed on pallet boards before transfer to trucks, making two operations instead 
of one. 

They demand the right to sort all cargo, and enforce this so-called right, with 
the result that discharged cargo may be held up all the way from a few days to 
a week, 

They fail to furnish gangs, with the result that ships are now commonly 
delayed at Los Angeles Harbor by as much as 5 days, running up the cost of 
ship operations by thousands of dollars, 


LONGSHORE PAY 


Present pay of longshoremen runs about $500 a month, with the foremen being 
even better favored, 

Here are some payroll records on Los Angeles Harbor longshore foremen. 
These figures represent actual monthy, net, take-home pay for ship and dock 
foremen : 

NET PAY PER MONTH 


Ship Foremen Dock Foremen 
$1, 280. 03 $949, 72 
1, 140. 02 1, 060, 50 
946, 83 1, 190. 27 
1, 202. 50 848. 16 


Compare these income figures for unskilled workers to those of white-collar 
workers, or skilled-trade workers. 

For this high pay the longshore worker gives such a poor performance that he 
drives millions of tons of cargo to other ports, or to land transportation. 

Businessmen dealing through the harbor are actually physically afraid to fight 
against the rackets imposed on them, and do not now take action against the 
labor monopoly for fear of retaliation. In the past, attempts to obtain a fair 
deal from these racketeers has brought reprisals in the nature of slowdowns, 
the assignments of poor-quality workers, and loafing and drunkenness on the Job. 

I do not speak from imagination. If any investigative committee is inter- 
ested, there are facts and records available, including secret reports drafted by 
well-advised and responsible sources. 

Since longshore pay is so excessive at Los Angeles, cargo-handling costs are 
incredible. 

A handling charge of $4 a ton is often cited. Some shippers estimate the cost 
at $8.50 to $11 a ton, compared to the $6 a ton figure in New York, which has 
been described by steamship men as “fantastic.” 

I know of one instance where a Japanese ship was charged $500 at Los Angeles 
for the handling of 14 tons of cargo, or over $35 a ton. 


NATIONAL AVERAGE $1.55 


The national average for handling general cargo is $1.55 a ton, and there is 
no doubt that our local ports are far beyond that figure. 

Other ports can boast of low figures. For example, Baltimore advertises a 
general cargo-handling cost of $1.47 per measurement ton, 8 cents below the 
national average. 





MERCHANT MARINE STUDIES 1153 


saltimore also advertises a general cargo-loading rate of 37 tons per gang-hour. 
This is 5 tons more than the all-port average set forth in the War Department's 
records for the period of January 1944 to June 1945. 

In order to give you some idea of cargo-loading costs here and the attendant 
expense, let us look in on Los Angeles Harbor on the morning of July 4, just 
16 days ago. 

On that day a certain ship stood by for loading at 8 o'clock in the morning. 
By 11:30 a. m., 2% hours later, the hard-working stevedores hoisted the first 
load. (I'd call that a slight delay.) 

At 8 o’clock, the donkey crew held up the hook, and one of the stevedores 
drove off in his car and came back with seven cases of beer and a couple of 
bottles. These were lowered down into the hold to the men “working” there. 

At the expiration of the shift, the workers were tipsy, and had done very 
little work. 

When the night gang came on the drinking continued. The deck men brought 
out cases of beer, and the men in the hold made continuous trips to the deck to 
help with the beer consumption. 

The ship operators, hoping to clear all their cargo, tried to speed up operations 
by using pallet boards. The workers refused to permit hoisting of pallet board 
loads, but insisted on using wire slings. 

Instead of 35 hoisting operations, this ran the total to 85, turning a 2-hour 
operation into a 4-hour one. The ship had to sail without all her cargo. 

I describe this incident because I have the figures on the amount of cargo 
handled by these gangs under drunken conditions 

s,altimore advertises a cargo-handling rate of 37 tons an hour. 

The day gang on this job handled 6.54 tons an hour, and the night gang 9.45 
tons an hour. For easy computation increase those figures to 7 and 10 tons an 
hour, and compare them to the 37 tons per gang-hour handled at Baltimore. 


Baltimore—37 tons per gang per hour. 
Day gang (Los Angeles)—7 tons per gang per hour. 
Night gang (Los Angeles)—10 tons per gang per hour. 


I do not have time to review the purposes of the Communist manipulations at 
Los Angeles Harbor. That would require a separate presentation. It should 
be sufficient, however, to point out the general purpose of communism to control 
and discredit all functions of the capitalistic economy 

In the case of harbors, the control of a vital medium of transportation is 
involved. Any Army or Navy officer will tell you that he must spend a consid- 
erable period of study on the role of transportation in war and defense. 

The Communist purpose at Los Angeles Harbor, generally speaking, is to 
try and reduce operations to a low level so that facilities and functions will 
remain below par against the contingency of war 

Meantime, men who are ideologically committed to the destruction of America 
continue to handle on our docks military and other cargo upon which the safety 
of the Nation depends. 

The one bright spot is the action of the Navy in Hawaii in barring Bridges 
and his union from handling Navy cargoes and substituting a civil-service plan. 

You can’t blame the Navy for that, any more than you can blame cargo ships 
for bypassing racket-ridden Los Angeles Harbor. 

I believe you will find that the Navy also will shortly move to install a civil- 
service plan of loading ships along the west coast. There are strong indications 
of this, although there has been no announcement. 

In conclusion, may I point out that communism is in the red throughout the 
world, and the day is not far distant when Harry Bridges and his lieutenants 
will be rooted out of all key labor positions in America. The handwriting is on 
the wall. 

But there will not be a permanent solution to the troubles at Los Angeles 
Harbor until this happens. The businessmen of southern California can speed up 
the day of judgment for communism and bring in a new era of greater peace 
and prosperity for foreign trade and waterborne commerce by taking action 
themselves to bring about a fearless investigation of harbor conditions. 


Mr. Lunpesere. I want to thank the committee for the courtesy you 
have given me. I know this committee is fair and square in their 
dealings. I know the American seamen have nothing to worry about. 
I think we can hold up our end, and I think the committee will be glad 
to help us. 


86174—54—pt. 231 
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Let me say as I finish, the United States Government has been very 
nice to the shipowners and has been nice to the seamen. We have no 
complaint. 

Senator Porrer. Our next witness is Mr. St. Sure. Before Mr. 
St. Sure presents his statement, there has been some question about 
the screening program as administered under the Magnuson <Act., 
Senator Magnuson is here. 

Senator Magnuson, do you want to make an announcement on that 
at this time ? 

Senator Magnuson. I just wanted to announce to those interested, 
and there are several, that this committee, unfortunately, has to close 
its hearings tonight. There are many of these individual cases which 
I must say I robably have some sympathy with, or at least, cases 1 
would like to look at personally, because, after all, it is my act. 

There has been some controversy about the way it has been admin- 
istered in individual cases. There is nothing wrong with the act 
itself nor its purpose, as just testified to by Mr. Lundeberg and others. 

But, due to the time element involved, the committee has very 
kindly delegated to myself a continuation insofar as those individual 
cases are concerned. I would be glad to have any case given to me, 
and I will assure you that I will look at it and give my best attention 
to it and will be certain there is fair and equits able treatment. I want 
the act to be administered as it was intended to be. 

I am sorry we cannot hear you all. It is literally impossible. The 
marine cooks and stewards have a statement, which they can read to 
the committee or it will go in the record. I have to go now. I am 
sure you will excuse me, Mr. St. Sure. You and I have talked about 
these matters many times. I know your views about it. 

These can be sent to me at Seattle, where I am going tonight or 
tomorrow, and then I will try and get down here within the next 30 
days, and we can go into some of these individual cases. I will ask 
Congressman Allen and Congressman Shelley to be with me on the 
matter because I know they have some suggestions on it. 

Senator Porrrer. The statement of the National Union of Marine 
Cooks and Stewards will be made a part of the record at this point. 

(The material referred to is as follows :) 


STATEMENT OF NATIONAL UNION OF MARITIME CooKS AND STEWARDS ON THE COAST 
GuARD SCREENING MERCHANT SEAMEN 


The right of an American seaman to follow his calling and to use the license 
granted to him under the maritime laws of the United States is subject to com- 
plete defeat by an arbitrary denial of his rights without any notice that he 
has violated any statutes or regulations or been guilty of many misconduct, with- 
out any hearing to establish any misconduct on his part and without any 
effective opportunity to obtain any of the constitutional guaranties which 
normally protect American citizens. This is possible under the Coast Guard 
screening program instituted by Executive Order 10173, issued by President 
Truman in October 1950. Under the program initiated by that Executive order, 
the Government has stepped in to abrogate the contractual relations between 
unions and employers, and between seamen and shipowners whenever this seemed 
expedient to the Coast Guard or to whoever had the ear of the Coast Guard. 
This program, as a peacetime program, is unique in American law. It may well 
be the beginning of a pattern which may spread to all civilian industry and is 
a pattern of control of civilian employment opportunities and contracts by a 
military arm of Government. 

The Executive order purposed to find statutory support in the provisions of 
the Magnuson law, Public Law 679, Slst Congress. That was a statute which 
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by its plain meaning was designed to allow the United States to control the 
anchorage and movement of foreign-flag vessels in United States waters where 
the national security of the United States was in danger. It has never been 
used for that purpose. Its sole use has been to deny seamen an opportunity to 
sail on the basis of unsworn and secret information which the Coast Guard says 
it has but which is never produced. 

The program operates in this fashion. A citizen who has been following the 
sea and has been duly licensed to do so by the Coast Guard, receives a notice 
from the Commandant of the Coast Guard saying that the Commandant be- 
lieves his presence aboard American merchant vessels to be inimical to the 
national security. From the moment that notice is issued, the seaman is unable 
to earn his living. His license is automatically voided and until he can establish 
to the satisfaction of the Commandant that he is not guilty of acts or associations 
of which he has no notice, he is barred from the ships. He is given on oppor- 
tunity for an interview before a three-man board, whose chairman is a sup- 
posedly impartial hearing officer, free from any control by the Coast Guard, 
who hears disciplinary cases against seamen as an impartial hearing officer 
appointed under the provisions of the Administrative Procedure Act. The other 
members of the board are a representative of labor and a representative of the 
shipowners. In the case of this union, no representative has been allowed to 
sit on the board, and there is no requirement in the program that union repre- 
sentatives from the screened seaman’s union must be given a place on the board 

At the interview before the board, the seaman is given no more specitie notice 
of the reason for his screening than a statement that he is believed to be affil 
iated with or sympathetic to the principles of organizations, associations, groups, 
or combination of persons subversive or disloyal to the Government of the 
United States. Occasionally the organization is named as the Communist Party. 
The meaning of affiliation or sympathy is never illustrated. The policies of the 
organization referred to are never stated. The time and place of the acts upon 
which the charge is presumably based is never stated. No evidence of the 
truth of the charge is ever offered. The names of the informers upon whose 
unsworn statements the charge is allegedly based are never divulged nor are any 
witnesses presented for cross-examination or at all. 

During the course of these interviews the seamen are asked about their 
religious views and affiliations, about the books and newspapers they read, about 
their views on various controversial matters such as public ownership of 
utilities, their attitude in elections of union officers, and their views on the 
foreign and domestic policies of the administration in power. On the basis of 
this interview the local board makes a recommendaton to the Commandant. 
Opposed to the statements of the seamon, the board has to consider a secret file 
containing allegations by persons whose identity is unknown to the members of 
the board and whose reliability has been estimated by persons unknown to 
members of the board by criteria unknown to members of the board. 

The recommendation of the board is without any force or effect. It may be 
dismissed by the Commandant as though it had never been made. Between the 
local board and the Commandant there is an opportunity for a review by a 
national board, which is subject to the same limitations and follows the same 
general procedure as the local board soth boards may recommend clearance of 
the seaman, but the Commandant may deny him clearance. The initial deter 
mination is made by the Commandant and so is the final one. In between is a 
species of star chamber proceedings unknown in Anglo-American law for many 
centuries 

A merchant seaman who sails on an American vessel when he has been screened 
and blacklisted by the Coast Guard was subject to criminal prosecution under 
the terms of the Executive order. In two cases which have so far reached the 
courts the indictments have been rejected because of their unconstitutional 
deprivation of notice and hearing in the administrative procedure. The leading 
case is United States v. Wickliffe, Rogers and Gray, decided a few weeks ago by 
the Court of Appeals for the Ninth Circuit. The second case, U. 8S. v. Kenneally, 
was recently dismissed by the district court in San Francisco on the strength of 
the Ninth Circuit’s opinion. 

A thorough review of the legal aspects of the screening program will be found 
in volume 62 of Yale Law Journal, at page 1168. Prof. Ralph Brown, Jr., and 
John D. Fassett conclude in that article that the program is unconstitutional 
They point out that this is by far the largest loyalty program so far instituted 
by the Government of the United States. It has been applied to more than a 
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half million seamen, and its victims, numbering some 2,500, probably bulk larger 
than the total toll of victims of all other so-called loyalty programs. 

An injunction action brought by a group of screened seamen against the local 
Coast Guard officials and the shipowners who, like the seamen, are bound by the 
criminal penalties attached to the program, is now pending on appeal before the 
Ninth Circuit. In the district court the case resulted in an injunction against 
the Coast Guard officials alone which allows all of the repressive and star cham- 
ber features of the program to continue, but requires some particular statement 
of the charges against the seamen. Since the shipowners are not restrained by 
this decree, and they are prohibited by the Executive order from hiring any sea- 
man who has not been cleared by the Coast Guard, the decree is of no practical 
importance. 

Under this program, merchant seamen whose sympathies, ideas, or associations 
do not meet the approval of the Coast Guard, or as to whom some informer 
has made a statement which may be wholly false but will never be tested, are 
kept off the ships. Passengers, repairmen, and others who have ready and daily 
access to vessels, are unmolested. A seaman who has been screened may pur- 
chase a ticket for passage aboard the vessel on which he may not sail as a member 
of the crew. 

The program is by no means tied in with the Korean conflict. Not only has 
it continued since a truce was signed in Korea, but during the Korean conflict 
it was applied to luxury vessels having no connection with the carrying of 
military supplies and cargo. It was applied even to vessels sailing between the 
port of San Pedro and the Catalina Islands, a pleasure resort off the southern 
California coast. 

The program has been applied in numerous instances to men who had no 
connection whatever with any political organization frowned upon by the Govy- 
ernment. Although the charges are never made known, it is sometimes possible 
to guess at them by the nature of the questions asked during the local board 
interview. Judging by these questions, it is evident that the program has been 
applied to seamen because of what some secret informer has said about the 
political beliefs or affiliations of their relatives. There has been a curious 
coincidence between the screening of seamen and some conflict between the sea- 
men and the master of a vessel over matters having nothing to do with politics. 

Whatever the reasons for the institution of screening against the seaman, it 
effectively deprives him of his property rights in his license as a merchant 
seaman, and it effectively deprives him of all his property rights in his union 
membership and in the collective-bargaining agreements between his union and 
his employers. 

This peacetime program has resulted in control by the Coast Guard, that is 
by the military branch of the Government, over the functions of unions in the 
maritime field. The right of a seaman to sail as a member of a particular 
union of his choice is rendered meaningless by this program. The power of 
the union to protect its members against blacklisting and discrimination on the 
part of shipowners is completely nullified by this program. Under this program, 
the right of a seaman to sail has no relation whatever to his technical ability 
as a seaman. Neither has it any relation to the regulations governing conduct 
or misconduct of seamen under statutes and procedure that have been estab- 
lished for many years. In short, there is no right to earn your living as a seaman 
as long as this program is in existence. 

The implications of this program for future control of employment rights 
in other industries is clear. If the Government can in peacetime put the 
military in charge of who shall sail the vessels, it can also determine who shall 
man the railroads, who shall drive the trucks, who shall manufacture the steel, 
and who shall perform any other work in our national economy. All of this 
can be done by a program which rests fundamentally on the use of secret evidence 
whose validity is never subject to any test. The history of abuse of arbitrary 
powers by Government officials is too long and well known to require any specific 
mention here. A government that has absolute control over the livelihoods 
of its citizens is, by our constitutional theory, a tyrannical government. The 
system of checks and balances written into our Constitution has no function in 
this scheme. This is a device by which the pattern of the Gestapo is inserted 
into our national life. 


Senator Porrer. Mr. St. Sure, I am sorry that we have had to carry 
this on later than we would have liked. 
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STATEMENT OF J. PAUL ST. SURE, PRESIDENT, PACIFIC MARITIME 
ASSOCIATION 


Mr. Sr. Sure. I am sorry for you people. Certainly those of us 
who have been waiting know it is a chore to you to listen to so much 
of the testimony. 

Senator Magnuson. Before I go, may I say also for the Pacific-coast 
press, my appreciation of you and Senator Butler coming out here 
and listening so appreciatively and attentively to my problems. 

Mr. Sr. Sure. I wanted to say at the outset that despite the sug- 
gestion by Mr. Lundeberg that we are constantly at loggerheads as 
between the shipowners and sailors in other organizations, I am happy 
to advise this committee that within the past 2 weeks we have signed 
a contract with Mr. Lundeberg which runs for a year which provides 
for a no-strike operation, no lockout. 

I am also very pleased to say that the contract is a satisfactory one 
to us as well as, I believe, the sailors. It was negotiated in less than 
one-half of the time that the contract called for. We had a 60-day 
provision. It was agreed upon in 30 days. 

Senator Porrmr. Honest people can deal together. 

Mr. Sr. Sure. That is the policy we try to follow, and I am sure 
Mr. Lundeberg does. 

So far as the other situations we have are concerned, in the rather 
complex field of bargaining on this coast, we have likewise just con- 
cluded a contract with the masters, mates, and pilots which will run 
for a longer period. It will run to June 1955. We similarly have 
just concluded a contract with the marine firemen, another unlicensed 
group, without threat of strikes or without difficulty, and each of the 
contacts that were opened during this September review period have 
been concluded satisfactorily. So we feel we have a year at least with 
these unions when we could anticipate regular sailing and proper 
operation. 

I have a summary of my statement. I will just state for the record 
that my name is J. Paul St. Sure. I am president of the Pacific 
Maritime Association. Our main office is located in San Francisco. 
We maintain area offices a Seattle, Wash., Portland, Oreg., San Fran- 
cisco and Long Beach, Calif. The association membership is com- 
posed of operators of American flagships using west-coast crews and 
east-coast crews, of foreign-flag operators, of contracting stevedores, 
and terminal operators. Contracting stevedores and terminal opera- 
tors employ shoreside labor in connection with the loading and dis- 
charging of ships on the Pacific coast. The association represents its 
members in carrying on collective- bargaining relations with both 
shoreside unions and west-coast seagoing unions. 

This is rather unique, both longshore contracts and seagoing union 
contracts. On the east and gulf coast these functions are handled 
separately. Each of the basic contracts are coastwise, or even world- 
wide in operation so far as the ships are concerned, and coastwise in 
operation as far as the stevedoring operations are concerned. 

It has been suggested that I testify concerning labor-management 
joint efforts for promotion of the merchant marine. 

Quite frankly, I do not know of any activities on this coast that 
could be characterized in this fashion. The complicated and uneasy 
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relationships between labor and management have resulted in pre- 
occupation with almost continuous negotiations to maintain uninter- 
rupted operation and to attempt to bring about greater stability in the 
labor-management field. 

In my opinion, no other industry is required to deal with the kind of 
complex labor-relations problems which face the maritime industry 
on this coast. A combination of law, custom, labor organizational 
pattern, labor contracts, and the nature of the operations involved has 
created a situation which I believe to be unique. 

Our basic factor is that the maritime industry does not enjoy a 
normal employer-employee relationship. As distinguished from other 
industries, each voyage and each cargo operation requires the sign- 
ing on or ordering of complete crews or gangs, and these are dis- 
patched to the employer in rotation through union hiring halls. 
Insofar as seagoing personnel are concerned, the men may refuse to 
sign on, and on occasions do so refuse, for a large variety of reasons. 
Similarly, onshore personnel may claim unsafe working conditions 
and raise a variety of other issues. All of this may result in what is 
known as hard timing or job action. Because of maritime law, seamen 
are not subject to discipline unless they are on articles. Because 
of the safety provisions of the longshore contract, an individual work- 
man may refuse to work on an operation he deems unsafe. Because 
of rotational hiring the normal continuity of job relationship is 
absent. 

Another complicating factor is the fractionalized pattern of union 
organization. Each west-coast ship must carry members of 7 or 8 
unions. Some are members of the AFL unions, some are members 
of C1O unions, some are members of independent unions. Some are 
in active controversy with others over jurisdictional claims and em- 
ployee representation. 

At the present time, in one of the unlicensed departments, three sep- 
arate organizations are contending for representation among the men. 
We are operating under a court order, a consent decree, which provides 
a procedure for shipping and for settling grievances. 

And to add to the complexity, still other unions have jurisdiction 
over the handling of cargo in port. 

This jigsaw pattern of union organization, producing as it does 
numerous interunion frictions, has prevented the unions and their 
leadership from meeting together for any common objective, such 
as the suggested topic on the agenda today, the promotion of joint 
operation, labor and management in connection with the merchant 
marine. 

Because of the conflicting and competitive positions of the various 
unions and their leaders, a constant whipsawing takes place, and the 
employers have been faced with a recurring series of demands. All 
too frequently each union seeks to surpass the gains that have been 
made by others. The others in turn may condemn the employer for 
granting increases and then make new demands of their own. 

To these pressures are added those from shippers who properly 
expect to have their cargoes delivered on time, the pressures from 
communities that must rely on shipping for daily needs, the pressures 
from allied industries, and the pressures of attempting to maintain 
an operation in order to try to make a profit. All of these have tended 
to bring about an almost desperate urgency to keep the ships sailing 
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and the cargoes moving. And this urgency is augmented by the per- 
ishable character of the ships, the trade, and the cargoes, as well as 
the pressures of competition. 

The net result of these factors and pressures has been, all too fre- 
quently—and the shipowners are prepared to admit it—a policy of 
expediency in a day-to-day effort to settle disputes, satisfy union 
demands, avoid jurisdictional and personal conflicts, and to keep sailing 
at all costs in the hope that a better day might come. None of this 
has been conducive to the formulation of any constructive plans for 
labor-management joint efforts for promotion of the merchant marine. 

Early in 1952, Pacific Maritime Association embarked upon a pro- 
gram of endeavoring to alleviate this situation. At that time we had 
contracts that had no termination dates. Others had 60-day clauses 
some had 15-day clauses. 

The association decided to attempt to secure firm contracts with 
various unions by eliminating short-term reopening and cancellation 
clauses. 

As Mr. Lundeberg said, we placed ourselves in a situation where 
two unions were in contention with each other. That was a part of the 
problem of the 1952 strike. 

It decided also to endeavor to correct certain conflicting agreements 
covering work jurisdiction, and it determined likewise to try to level 
off the ‘continuing wage spiral resulting from whipsaw tactics by 
achieving and ms Lint: ining some kind of normal relationship between 
the wages of the various ratings at sea and ashore. 

This program undertaken by Pacific Maritime Association is far 
from complete, but it is believed that substantial progress toward 
stability has been made. 

The licensed group aboard ship, the masters, mates, and pilots, and 
the Marine Engineers Beneficial Association and the American radio 
operators, the three licensed groups all have contract expiration dates 
that are the same. 

So far as the unlicensed group is concerned, the sailors’ union, and 
the firemen, likewise, have a common expiration date, the licensed 
group in June, the unlicensed group in September. 

As far as the marine cooks and stewards are concerned, we have no 
contractual relationship with any union in that department because 
of pending labor board representation proceedings which have been 
pending since March 1952. We are actually operating there under 
court order, as I indicated before. 

Greater uniformity of expiration dates for union agreements has 
been achieved, and the unions themselves have made some progress in 
improving the relationships each with the other, which may permit in 
the future more realistic treatment of the problems facing the industry. 
However, serious obstacles still exist, not the least of which are con- 
tinuing active rivalries between some of the unions with which the 
association has to deal. 

At the present time, the economic situation of the industry, and par- 
ticularly the declining operation of American-flag ships in all trades, 
have caused all of the unions to express concern over the loss of jobs 
now and in the future. We are hearing more and more about the 
necessity of maintaining job opportunities, and this in itself, rather 
than any program attempted by the employers, may account for 
recent improvements in the stability of labor relations on this coast. 
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Indeed, it may not be too hope ful to expect that in the future, labor 
and management may join in efforts to attempt to preserve the mer- 
chant marine rather than “promote” it. 

This leads to the second topic concerning which it is suggested I 
testify : “The economy of the ship yping industry in relation to maritime 
labor—past, present, and future.’ 

In discussing this topic, | can do no more than present some general- 
izations, together with comparisons which will indicate the economic 
situation of the maritime industry on this coast, as well as the economic 
eituation of the unions involved. 

Tonnage handled through Pacific coast ports has not decreased 
materially since 1951. Except for the peak period during the first 
quarter of 1952, caused by the Korean war, cargo tonnage has been 
handled at a rate of approximately 2.1 millions of tons per month. 
Shoreside employment has continued at a level of approximately 
2.2 millions of man-hours per month. These averages, maintained 
since mid-1952, would seem to constitute the present “normal peace- 
time level.” 

During the period from 1951 to 1953, monthly ship arrivals have 
:ncreased from 780 to 915 due to the greater numbe r of foreign vessels 
engaging in the trade. However, the number of ships operated by 
the Pacific coast American-flag operators has decreased more than 
33 percent. Vessels operated by Pacific Maritime Association Amer- 
ican-flag members now total 219. During the peak Korean war 
period an average of 350 ships were being operated by the same mem- 
bers, and the highest number reached 403 during the first quarter of 
1952, 

Employment has dropped proportionately for west coast seamen. 
Of a total available pool of 27,000 seamen, there are now employed 
on member company ships less than 11,000. The high average of 
employment during the first quarter of 1952 was in excess of 16,000 
men. 

There can be little doubt that mounting wage costs during recent 
vears have been a factor in the loss of competitive position by Ameri- 

i-flag operators. I don’t mean to contend by this that this is the 
0 cals cause of the decline of American-flag ships, but it is a factor. 

The average monthly direct and indirect labor cost for the opera- 
tion of a Pacific coast American freighter has climbed to $32,100. 
Foreign vessels, in competition offshore, have monthly wage costs 
ranging from $5,000 to $10.000. 

Mr. Suetiey. I’m sure you don’t want to leave the record at this 
pa so that anybody would interpret that you advocate the American 

eamen getting the wage which would be paid on a $5,000 to 
$10.000— _— 

Mr. Sr. Sure. I would be glad to clarify that. We are not com- 
plaining about the wages which are being paid now, except from the 
point of view of the competitive disadvantage at which they place us, 
nor would we suggest that this be corrected by taking away from the 
sailor or the longshoreman or any of the people employed by us the 
earnings that they have gained. 

But the facts of life are that we do have to compete with people who 
are paying substandard wages and with conditions which are com- 
pletely out of line from those enjoyed by American seamen. 
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I know something about some of these ships that Mr. Lundeberg 
talked about, those under Liberian, Honduran, or Panamanian flag. 
The conditions on the one in Portland was a scandal. The food, the 
conditions of work, and the wages paid were of a type that no Amer- 
ican workman should have to compete with. Yet we have to compete 
with them. 

In this connection also it should be noted that seamen’s earnings 
on Pacific coast ships have trebled in the last decade. This increase 
is more than double that of industry generally in this country. The 
rapidly rising wage costs for seamen in the past several years can 
be attributed to a number of factors, primarily among which are a 
shift from traditional maritime working conditions to those prevailing 
in United States industry, i. e., 40 straight-time hours per week plus 
overtime for work in excess of 8 hours per day, and the complicated 
and highly competitive structure of marine unionism already 
described. 

I will comment later and offer figures on the earnings of seamen. 
It should be borne in mind, as Mr. Lundeberg has indicated, that these 
are take-home earnings, because the American seaman works long 
hours. He works 56 and not 40, even though the basic wage is $304 
that he speaks of. 

Because of these wage comparisons, the American-flag operators 
are confronted with opposing competitive economic forces. In the 
offshore trades, wages for seamen are determined by foreign pressures 
and international competition. In the domestic trades wages for sea- 
men exceed the earnings of employees in competitive transport oper- 
ations on shore while principal revenues and cargo are aaauken by 
domestic competition. 

It appears obvious that maritime wage costs cannot continue to 
mount without further serious injury to the industry. As has been 
indicated, the unions seem to be aware of this fact, and several of 
them have declared that additional wage demands should be withheld. 

In that connection I think it is proper to comment that the last 
contracts that I mentioned did not contain a wage increase as such. 
We did provide a pension plan which had been under discussion for 
a considerable period of years, but actually the wage levels were not 
for the first time in many years increased, and this was by union 
agreement. Indeed, no spec ‘ific or serious request was made for in- 
creased wages by these unions. 

Whatever may have been the relative status of the earnings of 
maritime workers in the past, the fact today is that the earnings of 
Pacific-coast seamen, while employed—they do not have regular em- 
ployment in the present state of the trade—are higher than those of 
any comparable United States worker. Latest available tabulations 
indicate that the average earnings of unlicensed department employees 
in all trade routes vary from $512 to $541 per month, including base 
wages, penalty payments, and overtime. Because of rotational em- 
ployment, annual earnings of seamen are unavailable, and may not 
e derived from multiplication of these figures. 

You can’t take the monthly earnings and multiply it by 12 and say 
that is what the seaman makes a year because the employment is not 
there. 

With regard to shoreside workers in the industry, including long- 
shoremen, ship’s clerks, walking bosses and miscellaneous workers, 
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average earnings amount to $2.90 per hour, with an average monthly 
take home of $440 for the Pacific coast and a slightly higher average 
for the port of San Francisco, namely, $475 per month. 

The earnings referred to above may be related to those of industrial 
workers believed to be comparable whose average hourly earnings were 
last reported to be $1.77 with average monthly earnings of $324. Gen- 
erally speaking, the level of earnings in the maritime industry approxi- 
mates 114 times that of manufacturing industries. 

All commonly accepted fringe benefits are available to personnel em- 
ployed in the maritime industry on the Pacific coast. These include 
opportunities for overtime earnings during regular workdays and holi- 
days, paid vacations for minimum qualifications and substantial pen- 
sion and welfare plans. Approximately $10 million per year is paid 
by member employers through the association’s offices to finance al- 
ready existent negotiated welfare, pension, and vacation plans. Pen- 
sion plans so far negotiated, both shoreside and offshore, provide basic 
benefits of $100 per month, exclusive of social security and other bene- 
fits. Welfare coverage is virtually complete, and provides medical 
care not only for the men but also for their dependents. 

From the foregoing it would appear that little purpose would be 
served by a more detailed review of the past in connection with the 
economy of the shipping industry as related to maritime labor. A 
quick look at the present demonstrates that the spiral of mounting 
wage costs must be checked if American-flag shipping is to survive. 
As for the future, recent negotiations have indicated that wage move- 
ment can be leveled off, but only if further progress is made in the 
elimination of the whipsaw treatment, which has been in operation not 
only between unions but also between employer bargaining groups on 
the Pacific, Atlantic, and gulf coasts. That has been one of the major 
problems of the whipsaw. It is not all the fault of the unions. 

Unless further progress can be made, American seamen may well 
become, as one union leader recently phri ased it, “the highest salaried 
group of unemployed workers in the world.” 

Senator Porrer. Are there any questions? 

Mr. Auten. Mr. St. Sure, the comment was made some time ago 
that we have not discussed in these hearings the longshoreman’s wages, 
conditions, productivity, and so forth. ‘It would almost be obvious 
that that subject has been avoided. I don’t intend to ask anyone any 
embarrassing questions. 

Mr. Sr. Sure. I am very hard to embarrass in this business. 

Mr. Atten. That is why I picked on you. 

Mr. SHetxiry. I lear ned that the hard w: ay, in negotiations. 

Mr. Au.en. First, is there a problem that concerns the longshoremen 
as to cargo discharge that is different from other problems, and is there 
any good source of information which this committee could use? 

Mr. Sr. Sure. From the point of view of the question of production 
in connection with longshore operations in this coast, we don’t have 
figures. There have been efforts made to obtain them; by that I mean, 
an overall study. You can get the figures on a particular commodity 
or a comparison as to what used to ‘be done under one method and 
another method. For an accurate analysis, commodity by commodity, 
year for year, ship for ship, location for location, those figures simply 
aren't available. We have discussed it within the industry. I have 
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recently, within the past week tried to ascertain if we can get figures 
of that kind. It may be that they can be produced. 

A good deal is said about production and lack of production and 
loss of production over the vears. There are those who will contend 
that it does not exist and others who will contend it does exist. There 
has been a real lessening of production. As I say, from the point of 
view of being able to demonstrate it or establish it by way of accurate 
figures or comparisons, we do not have such information. You can 
get it by asking individuals who are in the business as to whether they 
think things are as good as they used to be, and you will get an answer 
depending on what their particular experience is, but the comparisons 
have not been made overall. 

The question likewise has been raised in connection with the port of 
Los Ange ‘les. There have been prob lems in the port of Los Angeles 
which the Pacific Maritime Association has been endeavoring to cor- 
rect. Over a year ago we embarked on what we referred to as a “con- 
formance and performance program.” ‘This program has had the 
support and the endorsement of the international officers of that union. 
It has not had the complete support in the area of the local union by 
way of performance. We have been able to reduce the number of 
work stoppages in violation of the contract, and were required to resort 
to the grievance procedure. In fact, I think there have been no work 
stoppages by way of protest against working conditions since last May. 
This was a new condition in Los Angeles. We still have problems that 
we are faced with in connection with the day-to-day operation in that 
port, and other ports, but particularly there. Within the last month 
one of the executives of one of our shipping companies resigned from 
his position and accepted empioyment from the Pacific Maritime Asso- 
ciation with a specific assignment to go to Los Angeles and try to work 
with the shipping operators there, the public authorities there, the 
local unoin officials there, and with the men themselves on the job to 
see if we couldn’t correct and improve these conditions in that port. 
Efforts are being made to improve these conditions. 

I think there is no sense in denying that they do exist, that there 
have been problems there which have plagued the port of Los Angeles 
and the port of Long Beach. We as concerned that these practices, 
which are bad practices, will move up the coast and further do injury 
to operations in the other ports. It isn’t something that we are not 
willing to talk about; it is something we have not been able to answer 
by way of correction. 

One of our reasons for reluctance, if it be reluctance, to talk about 
it is that this coast has taken all too much, we believe, by way of abuse 
from the point of view of suggestion that we are const: antly in labor 
turmoil, which isn’t true. 

We have our troubles but, after all, we have had no work ae 
since the sailors’ strike in 1952. That is not a long period, but with 
such a complicated picture as this, it is rather remarkable at the 
moment. We hope to have years beyond this without work stoppages. 

Longshorewise, we have had no — as such, since 1948. I men- 
tion this because one thing that we are attempting to do, and it isn’t 
burying our head in the sand, is to ars to get away from the constant 
headlines that there is trouble on the waterfront again. J suppose 
we could go out and issue a series of advertisements ‘condemning this 
or that or the other practice, or ask the papers to editorialize. 
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We have a different view. We are trying to correct it where it 
could be corrected, at the point of trouble, and do it through con- 
tractual procedures and labor grievance procedures and not by pub- 
licity and not by complaining openly and publicly of our troubles. 
We have them. “We are trying to correct them. We think correction 
should be accomp lished, if it is possible to do, between the parties. 
[f this can’t be accomplished, we will then begin to tell the story of 
perhaps our failure to accomplish this, and then perhaps seek help in 
finding some other method or remedy. 

Presently we do feel that progress in that. direction is being made 
as well. That is a long answer to your specific question about pro- 
duction figures, but I think it is all part of the problem. 

Mr. Auten. Would you say this as a matter of opinion, and I know 
your experience is such that you have a great. deal of it on this coast, 
and a considerable amount over the entire Nation, that during the 
last year and during the predictable future, the conditions of regu- 
larity of service and the absence of labor difficulties on the Pacific 
coast are as favorable or more so than in other parts of the United 
States ? 

Mr. Sr. Sure. I think the Pacific coast record over the past year 
has been good. We did have in the beginning of 1952 a series of 
incidents which were the result of hard times. We had ship delays, 
stoppages, losses of ships’ time. We haven’t had those recently. We 
haven’t had them in the past year. I think we are doing a better job 
on our part in keeping the show going and keeping our agreements 
alive and active with the unions with which we deal. 

I think the east coast recently has begun to get some of the treat- 
ment. that we suffered with on this coast. I am not talking about the 
matter of the New York waterfront and the stevedoring situation. We 
have not had—TI think this is something we will all agree to—hood- 
lumism or racketeering. I think that would be the testimony of the 
operators, union people, and public people as well. Certainly I think 
the regularity and stability of service on this coast from the point 
of view of ship operation will stand up well in comparison with east 
coast operations. 

We think our job is being better done out here than was the case. 
I am not speaking about my job. We are talking about interruptions 
and loss of ships’ time and the matter of delays in the port of Los 
Angeles by gang shortages. That, likewise, is a difficult question and 
sroblem which is not peculiar to the port of Los Angeles. 

Unfortunately, the movement of ships is not a regular day-to-day 
operation, and, unfortunately, we have no control over the schedule 
of the foreigner or the other ship that comes in, even if we could 
control the schedules of our own ships so we could have them arrive 
at regular times and regular berths and spread the work. 

The result is that we do have _peak operations, where we will have 
a gang shortage that runs 4 or 5 days and it will be acute. We will 
have other periods of time where there will be gangs idle for weeks 
ata time. This is one of the problems of the industry. The matter 
of engaging a work force that can make a living at this work, not 
having too many people, as there are in the New York situation 
where you have a work force of, say, 40,000 people in and out, is a 
good-sized problem. 
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They have been aggravated in the port of Los Angeles; we are 
trying to find a correction for that, too. Agreement was_recently 
reached with the union there to register additional men. Likewise, 
a program has been discussed and may be embarked upon of training 
skilled men to be leaders in the operations. ‘These are direct moves 
for the purpose of endeavoring to alleviate that condition 

But these are conditions, among others, which are peculiar to the 
industry. They are aggravated if you have a sloppy operation or 
an operation from the point of view of not complete cooperation in 
the enforcement of the contract provisions. The longshore contract 
does provide, with the exception of the so-called safety problem, that 
longshoremen are to work as directed. We have a responsibility, 
certainly, to see to it that work is accomplished. We are trying to 
bring that about. This is not to say that the longshoremen are all 
doing it, because that isn’t true either. 

Mr. Sueviey. Mr. St. Sure, do the labor contracts which your 
association has with the various unions contain grievance clauses with 
machinery for arbitrating or settling any grievances that come up 
during the period of the contract, and what is that machinery ? 

Mr. Sr. Sure. Each contract we have provides for erievance pre 
cedure and arbitration of any grievances that are unresolved. We 
have elaborate procedures for so-called port committees in each of the 
port ; The erivance procedures are effective. 

Mr. Sueiiey. They are a deterrent toward job action ? 

Mr. St. SURE. Yes: they have been a deterrent to iob action. 

Senator Porrer. I wish to thank you, Mr. St. Sure, for being with 
us. We have made you late for your dinner. 

Mr. Sr. Sure. I think we here are particularly appreciative to you 
and those of you who have come from long distances to hear our 
stories and troubles. We get a chance to talk to Jack Shelley and 
John Allen more frequently. ' 

Senator Porrer. We thank you, Mr. St. Sure. We have several 
statements to be inserted in the record. We have a statement from 
Joseph L. Weiss, which will be made a part of the record at this 
point. 

We also have a statement from the MSTS. We have a statement 
from Marine Terminal Association of Central California, the Ameri- 
can President Lines, and from the Weyerhaeuser Steamship Co. 

Those documents will be made a part of the record. 

(The material referred to is as follows:) 


SUPPLYING VESSELS 


My name is Joseph L. Weiss. I am here at the request of the chairman of the 
vendors and shipyards’ committee of the Marine Exchange to speak in behalf 
of 300 exchange members who are in the business of providing equipment, ma- 
terial, and services required to maintain, operate, and build ships. 

While some of the material and equipment is produced on the Pacific coast, 
a major part originates elsewhere on the Atlantic coast and east of the Mis 
sissippi. Because of the time required to secure delivery of eastern products 
the local suppliers have oveyg the past 100 years developed the stocking of sup- 
plies in western ports so as to provide immediate delivery to the steamship com- 
panies and shipyards. This method is unique in that it is existent only on this 
coast. We have here, for instance, among others, the largest ship chandlery firm 
in the world with several million doNars invested by it alone in a large stock of 
ship’s equipment, and they maintain many millions of dollars of inventory. 
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During the last World War the ship-supply industry of this coast helped to 
make possible the construction, operation, and maintenance on the Pacific coast 
of one of the largest maritime activities ever conducted in world history. They 
helped to bring quickly into activity the activation of vessels for the war in 
Korea. 

Now that maritime activity has returned to pre-Korea status the supply in- 
dustry is in the doldrums again and asks for your assistance in obtaining a 
fairer share of the business it is entitled to on the part of the Navy. The Navy 
and the MSTS which it operates is the largest individual user by far of marine 
supplies, material, and equipment on the Pacific coast. It is bound by a system 
of its own to centralize purchasing based on an erroneous economic premise 
which completely fails to take into consideration the large number of men and 
stocks of parts available on this coast during peacetime, and which it only relies 
on materially in case of emergency. 

Unless we can secure your help quickly, much of the highly specialized labor 
force in this industry will be lost completely as is the case with the shipyards, 
and many of the firms engaged in it will close their doors. 

The decline in this industry to its status before World War II will prove 
costly in the event of emergency. I need only point out that the feast and 
famine history of the marine industry is made worse by the refusal of Federal 
agencies to recognize this west coast industry. 


LIMITATIONS ON LOCAL PURCHASES 


From time to time, requests have been received by local vendors and ship 
chandlers for certain material for the large naval supply center and local naval 
shipyards. Often these requests are under $1 million in total value. If 10 units 
of an item are needed, and the local vendor only has 6 in stock, the naval instal- 
lation will do 1 of the 2 following things—never being consistent : 

1. Order the available items from the vendor and not give him the opportunity 
to back order the balance in keeping with good commercial practice; or 

2. Refuse to buy the available items and submit their requirement for ultimate 
procurement via channels to the Ships Parts Control Center in Mechanicsburg. Pa 

In either event, the Government agency is engaging in a costly practice by not 
taking advantage of the local vendor who could obtain the entire requirement. at 
less overall cost. This conclusion is based on the hidden cost of Government 
administrative routine and paperwork on such small orders. 


Recommendation 


To correct and eliminate this uneconomic practice, a revision in regulations 
and policies be effected so that local purchases of small monetary requirements 
can be consummated with local vendors at least cost to the Government. 


NAVAL ARCHITECTS AND DESIGN AGENCIES 


There is available in this area a large pool of highly skilled and capable naval 
architects and design engineers. Since the start of the Korean war there has 
been no west-coast design agent on any major shipbuilding program originating 
in the Navy’s Bureau of Ships. This omission has been to the detriment of the 
west coast obtaining certain shipbuilding contracts which might have resulted 
had local west-coast design agents been selected on these programs. Our organ- 
ization recognizes that a more extensive selling job is in order with the Navy 
Department. However, the Navy knows about the existence of such facilities 
and personnel on this coast, but has not taken advantage of them. 


Recommendation 

Some consideration be given by the Navy Department and other agencies con- 
cerned toward the equitable selection and distribution of these important design- 
ageney contracts for special shipbuilding programs which ultimately are con- 
tracted with private yards throughout the Nation. 


GOVERN MENT COMPETITION 


It is a known fact that local industry suffers as a result of the Government, 
mostly in the Navy organization, being in direct competition with private enter- 
prise. This is evident in the following fields : 

1. Coffee roasting, at Naval Supply Center. 
2. Boxmaking (wood), at Naval Supply Center. 
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3. Manufacture of paints, at Mare Island Naval Shipyard. 

. Manufacture of flags and pennants, at Mare Island Naval Shipyard. 

San Francisco is one of the largest sources of roasted coffee in the Nation. 
There are many firms who are qualified to make wooden boxes of all sizes and 
descriptions. The same is true in the paint industry and manufacture of flags 
and pennants. 


Recommendation 


That legislation be enacted which will take the Government out of business 
where private enterprise is qualified and capable of meeting defense require- 
ments in a satisfactory manner and at costs which the taxpayer can well afford. 


CONCLUSIONS 


Within the past decade west-coast vendors and shipyards have been called 
upon in emergency situations to render invaluable service to the Military Estab- 
lishment. When the emergency levels off, the practices of the military have been 
such that this vital support has suffered by virtue of the uneconomical and com- 
petitive practices noted above. In the interest of national defense and continued 
state of preparedness on the part of our local facilities, due recognition of the 
problems mentioned must be assumed by the legislative powers in Washington. 

Even in periods of drastic economy, the inconsistent practices narrated herein 
are costly as well as detrimental to this important segment of west coast economy. 
The west coast can rightfully boast of having the world’s largest ship chandlery 
tirm with an inventory of several million dollars. In many instances, the military 
could save much valuable space and effect untold economy if they relied on large 
stocks maintained by civilian firms in this area for their ultimate use. Close 
cooperative effort can insure the availability of many commercial and technical 
spare parts for ultimate sale to the military. The fact that centralized pro- 
curement is made by an agency on the east coast reflects economic hardship 
on local suppliers who are able to meet competitive prices wherein ultimate 
destination is to west coast supply activities. This is particularly true if hidden 
costs such as warehousing, distribution, packaging, et cetera, are taken into 
account by the military; of course, this is never the case. 

On behalf of its many members, the Marine Exchange, Inc., is privileged at 
the opportunity of presenting the above material to the Senate subcommittee. 
We hope that our problems will receive favorable scrutiny. Moreover, if the 
matters described herein are outside of the subcommittee’s purview, it is hoped 
that they will be referred to appropriate committees for review and consideration. 





COMMANDER, MILITARY SEA TRANSPORTATION SERVICE, 


PAciFIc AREA, 
San Francisco 7, Calif., October 23, 1958. 

The following is a summary of remarks by Vice Admiral Denebrink, com- 
mander, Military Sea Transportation Service, transmitted via telephone to 
Rear Adm. H. L. Collins, commander, Military Sea Transportation Service, Pa- 
cific area, regarding questions raised at hearings conducted by the Senate sub- 
committee in San Francisco during the period October 21-23, 1953, under the 
chairmanship of the Honorable Charles E. Potter. 

As concerns the MSTS policy regarding the fixed number of fast cargo ships 
in the nucleus fleet : 

The number of cargo ships in the MSTS fleet is continuously under study and 
is determined by the amount of cargo to be shipped and by strategic considera- 
tions which have to be met in carrying out plans of the Joint Chiefs of Staff. 
COMSTS prefers not to discuss these strategic considerations over the telephone 
and with a continent between himself and the committee. Further, COMSTS 
wishes to point out that since July 15, 1953, he has initiated action to withdraw 
from operation a grand total of 95 Government-owned Victory ships operating 
under the General Agency Agreement. 

As concerns the number of passengers carried: 

COMSTS has no authority to determine who the passengers are that are car- 
ried on MSTS ships. All passengers are sponsored by the Army, Navy, and Air 
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Force. COMSTS states for the record that in fiscal 1953 the total number of 
civilians, exclusive of dependents, transported in MSTS ships was 19,215. 
Authenticated by: 
E. W. Youna, 
Captain, USN. 
Approved by ° 
H. L. Conuins, 
Rear Admiral USN. 


OcToBerR 20, 1953. 

This statement is presented in behalf of the following public and private ter- 
minals located on the east side of San Francisco Bay: Port of Oakland and the 
Marine Terminal Association of Central California, whose members are Encinal 
Terminals, Parr Terminal, and Howard Terminal. 

In peacetime years, the principal business of these terminals is the handling of 
commercial cargoes of all types. During World War II, each of the terminals 
was engaged almost exclusively in the shipping of cargo in the war movement. 
These terminals have been operating for many years and were availab'e for use 
at the commencement of World War II, and thus a very large percentage of the 
tonnage which moved in the war effort out of San Francisco Bay was shipped over 
these facilities 

The maintenance and operation of vital commercial dock operations, staffed 
with competent and experienced help ready to aid in any crisis, can be accom- 
plished only by keeping these docks in a healthy condition. To decrease their 
volume by shipping only through Army and Navy docks is just as detrimental in 
principle as similar treatment is to steampship operators, shipyards, tug and 
barge companies, etc. 

Our purpose for being here today is to request that the national defense agen- 
cies make every effort to support the commercial docks, not confining this support 
to any one type of cargo, as commercial docks can handle, and have handled, any 
and all types of cargo. We are available for use and have tangible benefits to 
offer the governmental agencies; not to use us is economically unwise and in our 
opinion will result in a weakening of our overall defense program. 

The record will show that public and private terminal operators have been 
working on this problem since November 10, 1950, when we appeared before the 
Havenner congressional committee. After many conferences, letters, and dis 
cussions with governmental officials, we are still confronted with the Government 
policy as expressed in the letter received from Mr. John Slezak, Assistant Secre- 
tary of the Army (Material), dated September 25, 1953: 

“In the interest of national défense it is essential that the Army maintain port 
facilities capable of processing security cargo which would be required in a period 
of emergency. The only manner in which such facilities can be sustained is to 
route through them sufficient volume to provide an efficient and balanced opera- 
tion. Under current Army policy all tonnage in excess of the sustaining level 
is offered to commercial facilities. At the present time the volume of military 
cargo moving overseas is hardly sufficient to permit a balanced operation, and 
unless there should be an increase in shipments no tonnage will be available for 
commercial facilities.” 

We wish to again go on record in opposition to the above-quoted policy. It is 
our opinion that nonsecurity cargo being shipped by Government agencies should 
be properly distributed to commercial terminal operators to assist in their main- 
tenance during periods of peace as well as war. 

Thanking you for your consideration, 

Respectfully submitted. 

H. E, CANTELOW, | 
Marine Terminal Association of Central California. 
D. W. Frost, 1 

Manager, Port of Oakland. 


AMERICAN PRESIDENT LINES, 
San Francisco, Calif., Oct. 22, 1958. 
Hon, Cuaries 8S. Porrer, 
Chairman, Senate Subcommittee on Martime Subsidies, 
San Francisco, Calif. 
Dear SENATOR Porter: At the close of my testimony yesterday Congressman 
Shelley asked me how much it costs in case of a 12-hour delay to the President 
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Monroe or President Polk in transiting the Panama Canal. I offered to and now 
supply the approximate cost: 


To American To the 
Per t Presiden nited 8 t 
I } j 

Wage $2, 54 $ 
Subsistence { 112 
Stores, supplies, and expendable equipment 11 { 
Repairs and maintenance 42 132 
Insurance premium 262 

otal of subsidized expenses 4 01 1. 978 
Other vessel expenses, including fuel consumption at port rate 220 

Total vessel expenses ‘1 
Depreciation and mortgage interest accrual 421 
Pro rata overhead expense which continues whether or not ship moves iY 

Total cost t 78 
One-half thereo } 9 





The net loss for a 12-hour delay at the Panama Canal would thus fall as 
follows: 


Gross cost to American President Lines is ae $2, 774 
Deduct subsidy gain 5 - 989 
Remainder___- Sinabba snails a nde tet 1, 785 
Deduct slightly over 50 percent as the consequent reduction in subsidy 
recapture and/or Federal income taxes_._...-.-----~-- a 900 
Net cost to American President Lines__.-._-._-----_---_- — 885 
Subsidy cost to the United States eitivee Jb eee . $989 
Add loss of subsidy recapture and/or income taxes to the United 
ON is, ciate ater heave etme . — 900 
Cost to the United States 45 icicaenasinmnnnnivedsgal table aiatgecintiae Gn itaibingti as .jeeee 
Total cost as above — oun _ ‘ be ee hy 


You might like me to add a reminder of the provisions of section 506 of the 
Merchant Marine Act, 1936. Following my testimony a witness asked you 
to forbid domestic carryings on subsidized voyages. He pointed out that op 
erating-differential subsidy is reduced proportionately to the domestic carry- 
ings, but states that this apparent equalization with exclusively domestic carriers 
did not take care of the faster and better ships which the subsidized operator 
could acquire with the aid of construction-differential subsidy. He had over 
looked section 506 providing for refund of construction-differential subsidy in 
a manner identical in principle with that of operating-differential subsidy re- 
duction, thus placing the two operators on a strict equality as to their domestic 
carryings. 

Yours very truly, 
W. K. Varcor, 


Vice President, Executive De partment. 





WEYERHAEUSER STEAMSHIP Co., 
San Francisco 11, Calif., October 22, 1953. 
Hon. CHARLES FE, Porter, 
Chairman, Subcommittee on Maritime Subsidies 
Committee on Interstate and Foreign Commerce, 
San Francisco, Calif 

DAR SENATOR Porter: The nationalization of any essential industry is usu- 
ally accomplished through 1 of 2 methods. One is where costs of private opera 
tion reach the point where private capital cannot continue to operate and the 
Government must then take over operation of the industry for security and 
defense reasons. The second approach to nationalization comes through en- 


86174—54—pt. 232 
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croachment of Government operation in competition with private industry, with 
Government operation growing to the point where it finally eliminates private 
operation. Both conditions exist today. 

It is apparent in the hearings being held here in San Francisco that the 
second route has already been taken to nationalize the American merchant 
marine through the Military Sea Transportation Service. Nationalization, of 
course, is the one danger we have emphasized in our statement which we have 
submitted to you with the request it be inserted in the record of your Sub- 
committee on Maritime Subsidies. 

Thus, it appears now that labor, management, and your committee have a 
common ground from which to work. We are all concerned with the effect 
of uncontrolled spending of the taxpayers’ money. Neither thoughtful labor 
leadership nor managements wants a nationalized merchant marine. Private 
industry loses all and certainly the unions lose to the extent the crews become 
civil servants. 















It was pointed out at the hearings here that neither industry nor any branch 
of the Government has been able to get from the MSTS any accurate costs of 
MSTS operation. The possibilities for waste of taxpayers’ money under such a 
system are tremendous; whereas, under the present subsidy system, with the 
proper controls ih effect, everyone will know what is happening to the taxpayers’ 
money. Thus, if out of these hearings can come the safeguards so necessary to 
protect the American taxpayer, we can all sell Government aid for the American 
merchant marine. 

Very truly yours, 














DONALD WATSON, 
Vice President-General Manager. 


(By direction of the Chairman, the following is made a part of the 
record :) 


GRACE LINE, INC., 
Washington, D. C., November 5, 1953 


The Honorable CuHar.es EF. Porrer, 
United States Senate, Washington, D. C. 


Dear SENATOR Porrer: During the hearings of vour subcommittee in San Fran- 
cisco recently, testimony was presented regarding unjust discriminations against 
vessels of United States registry by governments of other countries. Among those 
named was the Republic of Chile, involving a new North Pacific Line of the 
Compania Chilena de Navegacion Interoceania (“CCNI”). You expressed a 
desire to obtain full information in regard to these matters. 

In view of the fact that the testimony was in general terms, there is submitted 
herewith for the information of the committee and for the record of those hearings, 
a memorandum dated November 2, 1953, giving a detailed statement of the facts. 

Respectfully yours, 












E. Russevy Lutz, 
Vice President. 


MEMORANDUM ON UNJUST DISCRIMINATION BY THE GOVERN MENT OF CHILE AGAINST 
VESSELS OF UNITED STATES REGISTRY, NOVEMBER 2, 1953 








In December 1952 we were informed by our office in Santiago, Chile, that the 
Chilean Minister of Economy and Commerce had made arrangements with Mr. 
Julio Menendez, president of the CCNI, to inaugurate a new Chilean-flag steamship 
service between Chile and the United States Pacific coast and intermediate coun- 
tries. It was announced that this service would be inaugurated in the early part 
of February 1953 and that monthly sailings would be maintained with the 
following Chilean-flag vessels presently owned by that company: 

















Name Type | Ex Where built Year 

‘ snags 7 anes = " ~ <a ata - 

Almagro aa . in |} (CIl-MAVI1). Grass Knot | Savannah, Ga_.- 1945 
Amadeo . Me on (C1-MAV1)__| Sailmakers Splice_.| do 1945 
Andino ’ ; iclclial cd Riiicstiiin: cdi | (C1I-MAVI1)_ | Coastal Captain_..| Brunswick, Ga...) 9945 
Antartico initsceinl dinins qaleaiasenastatada asennad ee ae as ik en as ea 1945 













The announcement of this 


service was issued from the Office of the Ministry 
of Economy and Commerce. 


The CCNI stated at that time that they intended 
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to apply for membership in connection with the Pacific-coast conferences and 
stated that the Government had offered whatever assistance would be necessary 
in order to obtain cargo to keep this new service properly financed. Resolution 
281 of August 22, 1950, of the Chilean National Council of Foreign Commerce 
(“Condecor”), which is still in effect in Chile, provides that the office of Condecor 
will stamp import licenses so as to force Chilean import cargo to Chilean 
flag vessels from ports they serve. 

In addition to this, the Government has announced recently that they will 
arrange for 50 percent of exports to be carried in Chilean bottoms. In conver- 
sation at that time between our office in Santiago, Chile, and officers of the 
CCNI, they informed us that they were entering this trade only under pressure 
from the Chilean Government. 

We are attaching (enclosure A) translation of circular, dated Valparaiso, 
January 7, 1953, distributed to importers and exporters in Chile by the CCNL. 
This circular confirms that this service is a “new traffic route” and the reference 
to Chilean Government support is clear. 

Subsequently, the CCNI applied for membership to the following Pacific-coast 
conferences and membership was extended to them in return for their agree- 
ment to abide by existing conference agreements, regulations, and rates: 

Date 
Conference: of admission 
West Coast South America/North Pacific Coast Conference Feb. 18, 1953. 
USFMB Agreement No. 6270. 


-acific/West Coast of South America Conference USFMB Do. 
Agreement No. 4630. 

Camexco Freight Conference USF MB Agreement No. 6670 Do. 

Pacific Coast/Mexico Freight Conference USFMB Agree- Do. 


ment No. 7570. 


Each conference agreement provides that there shall be equality of terms 
and conditions as between carriers, etc., and, in connection with the Pacific/West 
Coast of South America Conference, the exact wording of this provision is as 
follows: 


Paragraph No. 2 


“No party shall engage directly or indirectly in the aforementioned trans 
portation under terms and conditions other than those hereinafter mentioned.” 


Paragraph No. 4 

“There shall be no undue preference or disadvantages nor unjust or unreason- 
able discrimination nor unfair practices against any consignor or consignee by 
any of the parties hereto.” 

It was, and is, the understanding, not only of the Grace Line, but of all other 
conference members, that the CCNI intended to operate on a strictly equally 
competitive basis with other member lines and membership in the several con- 
ferences was granted on that basis. 

Up to the time of the CCNI’s admittance into the above conferences, import 
licenses governing cargo being shipped from the Pacific coast of the United 
States and Canada to Chile were not stamped, as to the carrier to be used, by 
Condecor. However, in a conversation in Santiago, Chile, the early part of 
March 1953, the CCNI managing director stated to interested shipping executives 
that, unless this new service obtained a share in the Chilean traffic, the CCNI 
would arrange with the Chilean Government so that import licenses to Chile 
from that territory would specifically require shipment via “Nave Nacional o 
Asociada.” He supported the theory that between the two nations the cargo 
should be carried exclusively on vessels of those flags and was quite pointed in 
his remarks that there should be no room in such a trade for a third flag carrier. 

The 24th annual report of the CCNI, covering 1952, issued March 31, 1953, 
under the caption of “Chilean North Pacific Line,” contains the following two 
paragraphs: 

“We are pleased to advise that after extensive studies and considering the 
desires of the Supreme Government that the national merchant marine should 
participate more actively in the marine transportation of the imports and exports 
of this country, we have reso!ved to open a new service to the North Pacifie as 
far as Vancouver, British Columbia, providing a monthly sailing from Val- 
paraiso. This new service has been inaugurated with the motor vessel Almagro, 
which sailed from our port last February 25, and we hope that these efforts which 
we are making in benefit of the national economy will be received with success. 
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“Furthermore, our initiative has received the valued support of the Supreme 
Government which, by means of specific instructions to its consuls in the exterior, 
is placing into effect in this new traffic the policy of reserving 50 percent of the 
international trade to Chile for the ships of the national lines.” 

This same annual report of the CCNI, under the heading “Marina Mercante 
Nacional,” contained a further strong statement pertaining to this subject and 
we quote its opening paragraph: 

“The National Association of Shipowners, upon the express wish of His Excel- 
lency, the President of the Republic, upon his inauguration, prepared in Decem- 
ber last a report of the situation and necessities of the national merchant 
marine.” 

Paragraph 8 of this report further states: 

“Increase of freight markets for our vessels.—In order to develop the national 
merchant marine, it is indispensable to assure the substantial participation 
to which Chile is rightfully entitled in its import and export traffic; guarantee- 
ing by means of agreements and international treaties the necessity of import 
and export licenses and control of shipments by the National Association of 
Shipowners. Also adherence to the clause whereby 50 percent of the foreign 
commerce should be carried by national flag vessels, which measure is already in 
effect in most maritime nations; and with respect to foreign exchange derived 
from freight revenues the granting to national shipowners the same treatment 
as provided their foreign competitors for the transaction of foreign exchange in 
the free market.” 

The above clearly demonstrates the intention of the Chilean Government, 
through its president, supported by the CCNI, the National Association of Ship- 
oWners, and the Chilean National Council of Foreign Commerce (Condecor), 
to wage a full-fledged campaign to obtain by means of discriminatory practices 
against the United States flag services 50 percent of the tonnage moving from 
the Pacific coast of the United States to Chilean ports, regardless of the inability 
of the CCNI to obtain this, based on service, capacity, or ability. 

Upon noting the statement in the annual report, our office in Santiago, Chile, 
developed that the CCNI was requesting the Chilean Government to stamp im- 
port licenses for the trade from the United States Pacific coast to Chile. Our 
checking with the Chilean consuls’ offices on the United States Pacific coast, 
made at that time, indicated that licenses were not being stamped and that 
instructions had not been received by such Chilean consuls from the Chilean 
Foreign Office. 

This same situation prevailed until May 8, when our San Francisco office 
developed that the Chilean consul there had received instructions from the 
Minister of Foreign Relations that no Chilean documents were to be legalized 
for any cargo for shipment by any non-Chilean carrier sailing up to 15 days 
prior to the sailing of a Chilean vessel. The Chilean consul then also confirmed 
to us at that time that import licenses were being received stamped with routing 
“Nave Nacional o Asociada.” In view of this same routing instruction being 
stamped on licenses from the United States Atlantic and the United States gulf, 
because of pooling agreements existing between a Chilean line (CSAV) and the 
United States flag services from these coasts, the Chilean consul in San Fran- 
cisco, at our request, cabled for clarification and received cable instructions to 
adhere strictly to his earlier instructions mentioned above. Therefore, the consul 
refused to legalize shippers’ documents for the Santa Flavia, sailing May 11, 
in view of the CCNI Chilean-flag vessel Almagro, scheduled to sail on May 10. 

This was the first effective act of discrimination in connection with the United 
States Pacific trade to Chile. 

We immediately lodged by cable, through our Santiago office, a strong protest 
requesting them to see the Chilean Minister of Foreign Relations and requesting 
that cable instructions be dispatched to the Chilean consuls on the Pacifie coast, 
giving them authority to legalize documents for sailings of Grace Line vessels. 
Also we instructed our San Francisco office on the same date (May 8) to load 
cargo that was alongside and cargo that had been booked for the Santa Flavia, 
sailing May 11. On May 9 the Minister of Foreign Relations in Santiago cabled 
to the Chilean consul in San Francisco, instructing him to legalize the documents 
for the cargo on the Santa Flavia, V-49. 

Our Santiago office subsequently developed that Mr. Luis Barry was directly 
in charge of these operations of the CCNI, under the managing director, Mr. 
Fernando Cabezas, and the managing controller, Mr. Alfredo Gubbins. It is 
interesting to note that Mr. Barry is president of the Asociacion Nacional de 

Armadores (National Steamship Owners’ Association) and, as such, he has 
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considerable prestige and influence and his position in Chilean Government 
circles is strong. They also developed that the stamping of import licenses, as 
regards the routing of cargo from the Pacific coast, is performed in the Condecor 
Office (National Council of Foreign Commerce) by an employee paid directly 
by the Asociacion Nacional de Armadores. 

You can readily understand the very important role exercised by this individ- 
ual with regard to the routing of cargo via Chilean vessels and in particular on 
this new trade route from North Pacific ports to Chile. 

In subsequent conservations with the Chilean Foreign Office in Santiago we 
were informed on May 25 that the stamping of import permits would continue 
with the clause “Nave Nacional” and that the word “Asociada,”’ which had been 
previously included on licenses for shipments from the United States Pacific 
coast, had been included by mistake, and the Foreign Office confirmed that 
instructions had been issued to the Chilean consuls on the Pacific coast to refuse 
to legalize shippers’ documents on any cargo to be shipped on any non-Chilean 
vessel unless there was no Chilean vessel available during the following 15 days. 
At that time we were reliably informed that the Chilean Government was fol- 
lowing in relation to the CCNI the same policy that they followed in the case 
of the CSAV and the Grace Line and that they intended to arrive at a tonnage 
pool with the Grace Line from the United States Pacific coast; that only in such 
event would the stamping “Nave Nacional” be changed to “Nave Nacional o 
Norte Americana.” 

The CCNI was then working through Government circles and had obtained a 
sympathetic response from the Chilean Foreign Office and officials in that office 
were then indicating to our Santiago people the convenience of forming a ton- 
nage pool. 

The Chilean Government’s planning along the above lines is further strongly 
demonstrated by a full-page statement of the Asociacion Nacional de Armadores 
(National Steamship Owners Association) which appeared under date of May 22 
in all Chilean newspapers. This full-page statement covers the full situation of 
the Chilean merchant marine, but we wish to call your attention to the following 
paragraph: 

“Chile could and should increase its participation in overseas freight to 50 
percent of its commercial imports and exports. The convenience is obvious, 
inasmuch as it would represent an annual saving of $50 million—in valued for- 
eign exchange and would assure the transportation of our foreign commerce at 
all times. As the possibility to actively participate in this traffic depends upon 
the capacity of the national merchant marine it is indispensable to considerably 
increase its fleet tonnage. 

“Considering the above, strong foreign competition has placed the national 
merchant marine in disadvantageous conditions. However, and justifiably so, in 
1950 the Government adopted the wise policy of reserving 50 percent of overseas 
freight for our national-flag vessels, thereby assuring Chile the legitimate par- 
ticipation in its foreign commerce to which it is rightfully entitled.” 

These are the same arguments and statements which have appeared in the 
annual reports of the CSAV preparatory to the negotiations that ended in that 
Chilean line’s pooling agreements with the Grace Line and the Gulf and South 
American Steamship Co., the United States flag carriers from the Atlantic and 
gulf coasts of the United States to Chile. The same pattern now appears in the 
annual report for the CCNI for the year 1952, mentioned earlier in this letter. 

We instructed our Santiago office to reply to any discussions involving a pool 
or arrangements for division of Chilean cargo that we were completely unrecep- 
tive to any such arrangement in connection with traffic from United States Pacific 
coast destined to Chile. This position was taken for the following reasons: 

(1) There never has been any service by Chilean-flag vessels operated by a 
Chilean line between United States Pacific coast ports and Chilean ports until 
the inauguration of the CCNI service referred to in this memorandum, which, we 
are informed, was done at the insistence of the Chilean Government in February 
of this year. The Chilean-flag service has no historical background of service 
in this trade similar to the status of the CSAV in the trade between United 
States Atlantic ports and Chile. 

(2) The trade, as regards traffic between United States Pacifie ports and 
Chile, is definitely overtonnaged and there is not sufficient cargo to meet ade- 
quately the requirements of the existing services which have been maintained 
for many years by the following lines: 

(a) Grace Line, approximately fortnightly service, with owned United 
States-flag vessels. 
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(b) Knutsen Line, approximately monthly service with Norwegian vessels. 
(c) Westfal Larsen Line, approximately bimonthly service, with Norwegian- 

flag vessels, 
(d) Latin American Line, approximately trimonthly service with Norwegian- 

flag vessels. 

(3) The volume of tonnage moving southbound is relatively small, the approxi- 
mate quantity of cargo from United States Pacific ports destined to Chile for the 
43 sailings of all carriers in 1952 being 67,458 tons (of 2,000 pounds) of general 
cargo, excluding bulk wheat, an average of only 1,570 tons per sailing. For the 
first quarter of 1953, statistics reveal a drop of about 20 percent in volume, 
as compared to the first quarter of 1952. 

(4) In the September—October 1950 discussions Grace officials had with the 
Chilean Government officials, and the subsequent negotiations with the CSAV 
officials in Chile which ultimately led to pools between the Grace Line and the 
CSAV between the United States Atlantie and Chile and the Gulf and South 
American Steamship Co. and the CSAV from the United States Gulf to Chile, 
the Grace officials were informed, in both the discussions and the negotiations, 
that United States-flag services from the United States, including the Pacific 
coast, would be treated on an equal basis with Chilean-flag vessels in all respects. 
Tt was in view of this understanding that the Grace officials, in the pools involved 
with the CSAV, agreed to higher percentages in all respects for the Chilean line 
than could be sustained by the CSAV on any basis of past performance, service, 
or any other criterion. 

(5) The CONT, in an application to the United States Maritime Commission, 
under date of January 31, 1947, for the purchase of 2 CI-MAV1’s, stated in 
that application : 

(a) “In order to induce the Commission to act favorably on this application, 
the applicant submits in support thereof the following information : 

(26) When the applicant is able to replace the tonnage lost during the war 
years, with the 2 motor ships Cl1-M-—AV1 type solicited, applicant proposes to 
reestablish its more regular calls at the ports of Peru and calls at ports in 
Ecuador and Colombia Pacifie to which destination prior to the World War II 
it carried cargo from Brazil, River Plate, and Chilean ports and vice versa. 

“(27) Applicant proposes to operate the 2 war-built vessels chiefly in its 
regular established traffic between Chile-Peru and Brazil via Magellan Strait 
in which route the exsteamship Antofagasta of 7,100 tons dead weight was 
employed.” 

(6) The commercial counselor of the Chilean Embassy in Washington, D. C., 
in a letter to the Chairman of the United States Maritime Commission, dated 
March 4, 1947, referred to this application, stating: “This purchase having the 
official support of the Chilean Government, your assistance in this matter would 
be greatly appreciated by this Embassy.” 

(7) A communication from State, dated May 22, 1947, to the United States 
Maritime Commission, enclosing copy of a note of March 8, 1947, from the 
Chilean Ambassador, urging aproval of sale, contains the following paragraph : 

“The two-way traffic created and served by the vessels of the Compania Inter- 
oceanica between Chile and Peru via the Strait of Magellan to the River Plate 
and Brazilian ports, does not compete in any manner with vessels of the merchant 
marine of the United States of America.” 

(8) In March of 1947, Mr. Julio Menendez, president of the CCNT, in company 
with Mr. Alfredo Gubbins, managing-controller, and Mr. Mauricio Braun, director 
of the CCNI, called at the Grace Line office and had an interview with Mr. 
R. R. Adams, then president of the Grace Line, and stated that the United 
States Maritime Commission desired a letter from the Grace Line confirming 
that we saw no objection from our viewpoint to the sale of these ships to that 
Chilean company, based on their assurances that these vessels were for use in 
the intercoastal trade of the CCNI between Chilean ports and ports in the Argen- 
tine and Brazil via the Strait of Magellan, in which trade they had long been 
operating. In response to this request and based on such assurances from the 
CCNI officials, the Grace Line addressed such a letter, under date of March 
11, 1947, to the United States Maritime Commission, as per copy attached 
(enclosure B). 

It should be recognized that the foregoing assurances from the Chilean Gov- 
ernment and from the CCNI in connection with their application for the pur- 
chase of these C1-MAV1’s from the United States Government set the pattern 
for the subsequent sale of three additional MAVI1’s by private interests to the 
CCNI, which required approval by the United States Maritime Commission on 
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account of the necessity of transfer of flag. We strongly feel that the Chilean 
Government and the CCNI should abide by the above written assurances given 
to the United States Government and the assurances to the Grace officials that 
the CCNI would not operate competitively against the Grace Line services be- 
tween the United States and Chile and that they should not now endeavor, by 
the present discriminatory stamping of import licenses, or any other such means, 
to look to force the United States-flag services to increase their present very 
heavy financial contributions to the Chilean merchant marine. 

We are in principle opposed to all discriminatory practices, such as that prac- 
ticed by the Chilean National Council of Foreign Commerce (Condecor) but 
if the Chilean Government insists on stamping licenses in some manner to favor 
the Chilean-flag vessels, we see no alternative but to suggest that the stamping 
of such licenses be changed to read “Nave Nacional o Norte Americana,” so as 
to remove the discrimination against United States-flag vessels. 

We have secured translation of a greater part of the report (referred to on 
p. 4 of this letter) made by the Asociacion Nacional de Armadores (Chilean 
Steamship Owners Association) at the specific request of President Carlos Ibanez, 
and submitted in December 1953 (enclosure C). The same forceful pattern of 
Government pressure is easily discernible in these extracts. Even though the 
above procedure is not authorized by any existing law in Chile, it has now been 
extended beyond Chilean-flag vessels operation by the CCNI so as to include 
Italian-flag, Chinese-flag, or any other foreign-flag vessel chartered by them. 
Presently, the CCNI service from the Pacific coast of the United States is adver- 
tising the— 

Chinese-flag vessel Union Carrier, to sail about October 16 
Danish-flag vessel Olga Torn, to sail about November 15 
Italian-flag vessel Punta Alice, to sail about December 15 

Therefore, for the last 3 months of 1953, the CCNI service from the United 
States north Pacific to Chile is entirely with foreign-flag bottoms, which cer- 
tainly cannot be called, by any stretch of the imagination, the Chilean merchant 
marine. Despite this, these foreign-flag vessels receive from the Chilean Gov- 
ernment the same preference as that extended to the CCNI’s own Chilean-flag 
vessels. 


ENcLosure A 


TRANSLATION OF A CIRCULAR LETTER DISTRIBUTED BY THE C. C. N. I. TO ALL IMPORTERS 
AND EXPORTERS PRIOR TO THE INAUGURATION OF SERVICE TO THE PACIFIC COAST 
OF THE UNITED STATES 


VALPARAISO, January 7, 1953. 

DEAR Sirs: We have pleasure in informing you that we have decided to estab- 
lish a new traffic route, viz, a service to the North Pacific as far as Vancouver, 
British Columbia, with calls at Pernvian, Ecuadorian, Colombian, Central 
American, Mexican ports, and Pacific ports of the United States 

The North Pacific Line will be operating in combination with our present 
service to the South Atlantic, it thus being possible to accept cargo to and from 
Brazil, Uruguay, and Argentina, with direct shipment or transshipment in 
Valparaiso, in our own vessels. 

Our MS. Almagro will commence this service sailing from Valparaiso on 
February 25 next, commencing loading for Vancouver, British Columbia, United 
States Pacific ports, and intermediate ports at Puerto Montt, Corral, Talca- 
huano, and San Antonio; she will also receive cargo at Valparaiso and northern 
Chilean ports. 

We have no doubt that exporters of our country will support, with their 
cargo, this new Chilean line, which as is doubtless within your knowledge, is 
supported by the government which wishes to see the Chilean merchant marine 
on a footing which corresponds to a maritime nation such as ours is, 

For booking freight space please contact our agents on the coast and/or our 
offices in Valparaiso and Santiago, Plaza de la Justicia No. 59, and New York 
53, fourth floor, respectively. 

Cra. CHILENA DE NAVEGACION INTEROCEANICA. 
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ENCLOSURE B 


GRACE LINE, 
New York, N. Y., March 11, 1947. 


Mr. JuLIO MENENDEZ, 
President, Compania Chilena de Navegacion Interoceanica, 
New York City. 
DeaR Mr. MENENDEZ: In connection with our recent conversation regarding the 
purchase of two CIMAV1’s by your company, we attach copy of letter which 
we have addressed to the Maritime Commission in accordance with your request. 
We trust that this may be of assistance to you and that your mission will be 
successful. 
Yours very truly, 
R. R. Apams, President. 


GRACE LINE, 
New York 5, N. ¥., March 11, 1947. 
Re purchase of CIMAV1’s 
Unritrep STATES MARITIME COMMISSION, 
Washington, D.C. 
(Attention: Mr. James Pimper, Division of Vessel Disposal and Govern- 
ment Aids. ) 

Dear Sirs: We have been informed by Mr. Julio Menendez, president of the 
Compania Chilena de Navegacion Interoceanica, that they have filed with the 
United States Maritime Commission a request to purchase two C1IMAV1 vessels 
for operation in the trade between Chilean ports and ports in the Argentine and 
Brazil via the Straits of Magellan. We have known this company as a respon- 
sible Chilean steamship organization for a great many years. They have worked 
closely with us in the past and we expect to continue these friendly and cooper- 
ative relations, 

Mr. Menendez stated to us that you desired a letter from the Grace Line to 
you confirming that we saw no objection from our viewpoint to the sale of these 
ships to this Chilean company. The C. C. N. I. have not operated from Chile 
to the United States since 1937. They have assured us that these vessels are 
for use in the intercoastal trade mentioned above on the South American con- 
tinent and they do not contemplate operating these vessels to the United States. 
Based on this assurance, we have no objection to the sale of these ships to the 
Compania Chilena de Navegacion Interoceanica. 

Yours very truly, 
R. R. ApAms, President. 


ENCLOSURE C 


(Translation of extracts from the report made by the Associacion Nacional 
de Armadores (Chilean Steamship Owners’ Association) at the specific request 
of President Carlos Ibanez, December 1952.) 


VOLUME AND POSSIBILITIES OF THE OVERSEAS TRAFFIC 


Chilean overseas trade is of the order of 8 million tons per annum, of which 
some 2.5 million tons correspond to imports and 5.5 million tons to exports. 

Chilean participation bearly reaches 11 percent of the imports and 8 percent 
of the exports, that is less than 10 percent of the total tonnage of the overseas 
trade is carried by Chilean vessels, 

It is calculated that failure to carry the full 50 percent involves the country 
in the loss of about $50 million per annum in freights. The policy of the country 
having the right to transport 50 percent of inward and outward cargo was adopted 
by our Government in 1950, based on the legitimate right to participate sub- 
stantially in the transport of our own cargo. This policy has been adopted by 
the majority of the maritime nations and is at present pushed actively by United 
States shipowners, whose Merchant Marine Act, 1936, establishes as a declaration 
of principles that the country must have, at all times, a fleet capable of carrying 
a substantial portion of its overseas trade. 

Statistics show that our principal market is United States, since the outbreak 
of the last war, as there has been an increasing movement which in 1951 reached 
1,800,000 tons of imports and 3,725,000 tons of exports or 77 percent of our 
purchases from abroad and 70 percent of the cargo we sell to abroad. 
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Leaving out of eonsideration 2.5 million tons of iron ores which move by 
special ships, it would be necessary to increase the Chilean line to United States 
ports in the Gulf of Mexico, and to establish a regular service to the North 
Pacific ports of United States and Canada, with calls in Central America. 

The countries of North Europe (Great Britain, France, Belgium, Germany, 
Sweden, Norway, Denmark, Finland, Luxembourg, and Switzerland) are slowly 
recuperating their place in our foreign trade—which they had lost as a con- 
sequence of World War II—so that in 1951 our importations from that group of 
countries reached 144,000 tons, and our exports 459,000 tons We must, then, 
fortify our present line to North Europe, in the certainty that those countries 
will continue to purchase our products and sell us many goods we need. 

Later on it will be possible to participate in other routes, such as the Medi- 
terranean, as soon as our commercial interchange is stabilized—at present there 
is a great unbalance between imports and exports. 


DESIRABILITY OF STIMULATING OUR MERCHANT SERVICI 


Our economie independence is intimately tied up to the capacity of carrying 
by our own ships import and export goods. It is imperative that we have ships 
with sufficient capacity to carry at least 50 percent of the liquid fuels, sugar, 
machinery, and the articles which we must of necessity acquire abroad, as well 
as the copper, nitrate, sulfur and the general produce which we sell abroad. 
Otherwise, we shall continue to be subjected to an economic situation of inferi 
ority (as of a colony) in so vital a matter as transportation, and exposed to the 
withdrawal, in an emergency, of the ships of other flags attending this service, 
as happened in the First and Second World Wars. 


Chilean ships employed in the overseas trade 


| l 1 eigh 

Nul _ re ent 
(a) United States Atlantic ports and North Europe { 39, 880 
(b) Gulf of Mexico 1 6, 020 
(c) Argentine, Uruguay, Brazil 44, ORO 
(d) Peru, Argentine, Uruguay 16, 642 
(e) Liquid fuel l 6, 786 


PARTICIPATION IN THE OVERSEAS TRADE 


As we have seen in this report, Chile requires urgently to increase its mer- 
cantile marine, to tone up her economy, saving millions of dollars which are 
drained away every year, and also to insure the normal development of her 
commerce, avoiding the possibility of being isolated from her traditional markets 
in the event of a new international emergency. 

In the study of maritime policy of the Latin American countries, prepared in 
1950 by the Inter-American Economic and Social Council, the conclusion is 
reached that “the carriage of goods by sea is not a business of itself, but an 
instrument in commercial interchange, and in the economic security of each 
nation.” 

In accordance with this modern concept, the majority of the countries of the 
hemisphere have recently adopted measures in protection of their merchant 
fleets, similar to those which the great mercantile nations already had in force, 
and principally that of reserving for ships of their own flag a substantial portion 
of their overseas trade. 

Chile is entitled to carry by the established Chilean lines 50 percent of her 
foreign trade, and the measures she may take to this end cannot be considered 
as discriminatory by any nation, since implicit in this percentage is the recipro 
cal right for other nations to carry a similar quota of their trade with our 
country. This policy was established by our Government in 1950 and is to be 
found in instructions given in note No. 254 of March 24, 1950, from the Minister 
of Economy and Commerce to the National Council of Foreign Trade (Condecor). 
Nevertheless, in order to insure full compliance with this sound shipping policy, 
it is necessary that these instructions be accompanied by the following comple- 
mentary measures: 

1. Inclusion of the clanse calling for 50 percent by Chilean vessels as a mini- 
mum in every international agreement and treaty entered into by our country. 
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2. Requirement by the Condecor that this clause appear in every import 
and export license, with a stipulation that, for the surplus, preference will be 
given to vessels of the country of origin or destination of the cargo. 

3. ‘To make it a condition that all import licenses must stipulate shipment by 
Chilean vessels when the cargo comes from countries which require that nitrate 
shipments move by vessels of their own flag, as, for example, the case of France. 


ADDITIONAL SHIPS REQUIRED FOR THE OVERSEAS SERVICE 


(a) For the line to United States Atlantic ports and Canada, 4 vessels of 
10,000 tons deadweight and 15 knots. 

(b) For the line to United States ports on the Gulf of Mexico, 2 vessels of 
6,000 tons deadweight and 15 knots. 

(c) For the line to United States Pacific ports, Canada, and Mexico, with 
calls in Central America, 3 vessels of 6,000 tons deadweight and 1314 knots. 

(d) For the line to South American ports of the Atlantic via the Straits of 
Magellan, 5 vessels of 6,000 tons deadweight and 1314 knots. 

(e) For the line to Great Britain and North European Continent, 8 vessels of 
10,000 tons deadweight and 1514 knots. 

(f) Carriage of liquid fuels, 3 tankers, 16,000 to 17,000 tons deadweight and 
16 knots. 


DOLLARS AT PREFERENTIAL PRICES FOR THE PURCHASE OF SHIPS 


Since 1950 the Government has been making available “nitrate dollars” at the 
rate of 50 pesos per dollar for the purchase of vessels, and this protectionary 
measure has given excellent results, since it has made possible in these 2 years 
the acquisition of 70,000 tons in new units, which would otherwise have been 
impossible on account of high costs. 

In effect, the country which builds the cheapest ships is England, but as there 
is no exchange available to purchase them there, they must be acquired in France 
and Spain, where building costs are very much higher. By conceding “compen- 
sation” dollars, the Government has enabled Chilean shipowners to acquire in 
France and Spain vessels at prices approximately the same as would have been 
paid in England in “free” dollars. 


BUILDING CONDITIONS ABROAD 


United States of America.—Building costs in American shipyards are exces- 
sively high, so much so that the Government of that country in February 1951, 
paid $100 million in subsidies for the building of 25 ships, with a value some- 
thing above $200 million, in order to compensate shipowners for the difference 
that would have resulted had they built their ships in Europe. 

Great Britain—While British shipyards are excellent and afford great capac- 
ity with the lowest cost in the world, and most of the vessels of the Chilean 
mercantile marine have been built there, this country has no compensation agree- 
ment with Chile, and it will be necessary to seek some form of interchange which 
would make it economically possible for national shipowners to acquire ships in 
that country. 

Spain.—Very ample conditions of payment have been obtained in Spain (10 
percent of the value of the ship of signing the contract, 15 percent of delivery of 
the vessel, and the balance in 5 annual quotas) but the prices are very much 
higher than those of England, Germany, and Sweden. 

Spanish building is of excellent quality, but the delivery dates are much more 
protracted than is normal. It is still possible to acquire 2 to 3 new vessels of 6,000 
tons deadweight of the Tower type, sisters of the Ancud recently purchased by 
the Compania Chilena Navegacion Interoceanica. 

France.—France has great shipyards and available slips for orders; payment 
conditions are favorable, but the price is much higher than in England. At 
the moment there are three vessels being built for Chile in French shipyards. 

Italy—tThis country has good and numerous shipyards, but their prices are 
probably the highest in Europe. 


OTHER EUROPEAN COUNTRIES 


Sweden, Norway, Denmark, and Holland have excellent shipyards, but from 
the fact of maintaining big fleets of their own their shipyards are very busy, 
and they require payment at time of delivery. 
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Regular foreign lines in foreign trade in Chil 








Flag Number; Tons 
1. South Pacific and Atlantic United States ports 
Grace Line United States 9 90, 000 
West Coast Line Denmark 9 45, 006 
2. South Pacific to United States ports on Gulf of Mexico: Gulf y United Stat 4 40, 060 
Ss Am. C¢ 
3. South Pacific to Pacific ports of United States and Canada 
Grace Line United States 4 10, 000 
4/B Transat] Sweden 17.000 
West. Larsen Norway { 0), 000 
4. Mediterranean: Italm Italy ; 27, 000 
5. East coast of South erica: Flota Mercante del Estad Argentine i 24, 000 
6. Peru, Argentile, occasionally California: Corp, Peruana de Peru , 2, 000 
\ spores 


MEANS OF PROTECTION IN FAVOR OF FOREIGN MERCANTILE MARINES 


In considering the desirability of adopting protective measures in favor of our 
national mercantile marine, it is necessary to bear in mind that Chilean foreign- 
trade ships are competing with foreign-flag ships which not only enjoy cheap 
operations costs, but also special taxation benefits. 

In the majority of the principal maritime powers of the world—United States of 
America, Great Britain, France, Italy, Norway, Panama, and Sweden, whose 
respective mercantile marines exceed 2 million tons, shipowners enjoy consider- 
able state aid and preferential treatment in respect of taxation, which is not the 
case in respect of Chilean shipping concerns, and in some cases owners of foreign- 
flag vessels do not pay any tax at all, as in Panama, for example. In other cases, 
as in Great Britain, taxes are payable only upon the net operational revenue, 
and capital obtained from loss or sale of vessels are exempt from tax. Further- 
more, in almost all maritime countries, the shipowner is in a position to avoid 
altogether or reduce substantially the amount of taxation by means of quick 
amortization or by allocating profits to special funds for the replacement of the 
fleet. For example, a Swedish shipowner is authorized to amortize up to 100 
percent per annum of the total investment made in a vessel, while in England 
an annual [sic] depreciation of 40 percent of the value of the vessel is allowed, 
and in other nations there exist also privileges for equally substantial amortiza- 
tion of the ships. 

In the United States, in accordance with the Merchant Marine Act of 1946, 
shipowners enjoy construction and operation subsidies, exemption or postpone- 
ment of taxes and many other advantages. The same merchant-marine law 
establishes in its declaration of principles that “the United States must possess a 
mereantile marine capable of transporting a substantial portion of its seaborne 
trade, and to offer a service in all essential routes, to maintain the flow of com- 
merce at all times.” 

In Great Britain, since the year 1025—when the Athelstan law was passed, 
amplified later by the Navigation Acts of the 14th, 15th, and 16th centuries, it 
has been the policy to protect the national maritime commerce, In 1651, it was 
required that the importation of merchandise into England must be made in 
British ships or in ships of the country of origin of the merchandise, and this 
measure was only withdrawn 200 years later, once it had had the effect of giving 
to the British mercantile marine an undisputed preeminence, which it had for 
along time. Furthermore, England subsidizes its shipping companies by means 
of postal contracts and gives them subsidies and loans for the construction of 
new vessels and for the operation of regular or irregular navigation services 
under the following laws: Overseas Trade Act of 1920; Trade Facilities Act of 
1922; Irish Loans Guarantee Act of 1922; Trade Facilities Act of 1927; British 
Shipping Act of 1935; British Shipping Act of 1989, and North Atlantic Shipping 
Act of 19453. 

Germany, which, after losing the Second World War in 1945, remained prac- 
tically without a mercantile marine—which in 1939 reached a total of 4.8 million 
tons—has managed to recover a part of its shipping power during the last two 
years, thanks to the measure which exempts from all taxation the profits of any 
business of person which are invested in a shipping company for a minimum 
period of 3 years. This measure, taken in 1950 by Western Germany, as a means 
of attracting capital to the shipping business, has permitted the country to count 
up to now with over a million tons of shipping, and another million tons ordered 
or under construction. 
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The Norwegian mercantile marine, which has over 6 million tons deadweight, 
and has orders placed for a further 2% million tons, owes a great deal of its 
success to a sound state policy, which assures to it low operational costs and 
stimulates capital investment by extraordinary taxation facilities. 

France, in addition to granting subsidies and official aid to its mercantile 
marine, makes it a condition for the purchase of Chilean nitrate and other 
products, that they be transported in French-flag vessels. 


AMERICAN MERCHANT MArIne INSTITUTE, INC., 
Washington 6, D. C., November 8, 1953. 
Senator CHARLES E. PoTTer, 
Senate Interstate and Foreign Commerce Committee, 
Special Subcommittee on Maritime Subsidies, 
United States Senate, Washington 25, D. C. 

Dear SENATOR Potter: Your special subcommittee is in the midst of a study on 
maritime subsidies. Implicit in such a study is the competitive position of the 
American merchant marine in our foreign trade. 

As can be seen in the two attached tables, the postwar years have seen a con- 
sistently growing strength of foreign ships in our ports and in the handling of our 
cargoes to the degree that we are now far short of our goal to carry 50 percent 
of our import and export trade, 

The first table depicts vessel activity at our seaports, showing a preponderance 
of foreign ships. The second shows even more dramatically the declining share 
of cargo carried in United States-flag vessels. 

We respectively submit this data on behalf of the Pacific American Steamship 
Association and ourselves and request that it be made part of the printed record. 

Yours very truly, 
FrANcis T. GREENE, 
Erecutive Vice President. 


Vet registered tonnage of vessels in United States fore ign trade 
(entrances and clearances at United States seaports) 


[000’s net registered tonnage] 
Cleared 


Percent eons Percent 
United | United United 
States of ‘shine States of 


total total 


49, 143 
49, 044 
43, 271 


548 


) 


‘ sels under MSTS control excluded after April 1952. Clearances of vessels under 
luded after July 1951 


Statistical Abstract of United States, 1952, tables 663, 664. 1951-52, Census Bureau 
iited States Foreign Trade covering 1951, 1952. 
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TABLE II.—Percentage of United States flag participation in United States 
dry-cargo foreign trade’ 


Dry-cargo exports Dry-cargo import 
Trade area 


1952 1951 1950) 1949) 1948) 1947) 1946 1952 1951)1950) 1949 1948) 1947/1946 








Caribbean 38.7 61. 069. 3/72 7. 8/40. 7\22 
East coast of South America 22. 6/3 30. 6149. 9141. 6 3€ 
West coast of South America 6.9 58. 6,70. 2 5. 1/77. 5.80 
West coast, Central America, and Mexico |45. 1 7. 0/77. 4|86. 6/58 68 
Gulf coast of Mexico 22.3 33 31.8 35. 7/28. 9 38, 1/22. 8/29 
United Kingdom and Eire 32. 5\33. 3:36 29. 1\37. 5)40. 1\30. 6,32. 5.35 
Baltic, Scandinavia, Iceland, and Green- 

land 26. 8'27. 3!26. 1/26. 8 20. 4/45. 9)43. 6/23. 4/27. 6/21. 2/24. 3:27. 9 42. 4| 26.6 
Bayonne-Hamburg Range 28. 7/45. 3:37, 6\33. 3.49. 6164. 6'79. 0/17. 4/22. 0.26. 9/20. 7/40. 2/43.0/58. 0 
Portugal and Spanish Atlantic 34. 7/10. 829 2.3) 5. 8/46. 1/52. 4 21. 8/19. 7/34. 6/30. 9137. 2 21. 637.0 
Azores, Mediterranean, and Black Sea__|37. 3)/41. 7/34. 1/55. 6)! > 9/31 6 28. 4:40. 7|49. 8,73. 1 
West coast Africa 24. 3/27. 0/28. 5/30. 3): 6131.7 8 22. 4/31.0/26. 1 50.0 
South and East Africa : 48. 263.9 41. 1|39.3 8/61 19. 4/59. § 6,68. 8,90. 2,94. 8/90. 0 
Australasia 17. 9/20. 3 21. 0/20. 1/24. 3/30. 5/19. 3/33 6. 2/35 7. 9/64. 1/54. 5/58 
India, Persian Gulf, and Red Sea 39. 0/62. 5 24. 6 33. 5/41. 6/58. 7/58. 8/41. 3/34. 3/30. 1 1/52. 4/63. 4 2 
Straits Settlements and Netherland 

East Indies 38. 6/50. 9/44. 1/40. 2/37. 0/37. 3)32. 3.42. 6)60. 3/53. 5\54. 5\67. 9162. 1,57. 1 
South China, Formosa, and Philippines |43. 7/55. 7/50. 8/55. 3/57. 1/64. 9/76. 8 34. 1/40. 6/43. 2/45. 7/50, 859. 2.84. 5 
North China, including Shanghai and 

Japan...... se 23. 1/40. 4)51. 1/28. 0/53, 8}69. 9172. 7\40. 5/54. 7/52. 7/24. 6/61. 4/65. 9)87. 3 

Total ‘ 30. 8) 41. 6,36. 0 39. 1/46, 4/56, 9/70. 9/41. 7/42. 3/37. 7/41 564.0 65.4 


! Exclusive of trade with Canada and that moving in military controlled vessels. 


Source: U. 8S. Bureau of Census: Exports—Report No. FT 973E Annual Summaries; Imports— Report 
No. FT 9731 Annual Summaries 


PaciFric Coast CUSTOMS AND FREIGHT BROKERS ASSOCIATION, 
NORTHERN CALIFORNIA DIVISION, 
San Francisco, Calif., December 17, 1953. 
Senator CHARLES E. PoTTer, 
Chairman, Special Subcommittee, Maritime Subsidies, 
Senate Interstate and Foreign Commerce Committee, 
Senate Office Building, Washington, D. C. 

Sir: Our association urges your committee to take cognizance of our com- 
plaint against the Military Sea Transportation Service for excluding forwarders 
from participating in the forwarding of Government cargo. 

This association represents approximately 50 freight forwarders and customs 
brokers at Seattle, Portland, and San Francisco and is affiliated with Los Angeles 
Customs and Freight Brokers Association, Ine. 

As a matter of general policy, we urge that all Government agencies making 
use of transportation facilities utilize the facilities of private firms to the great- 
est possible degree. This coincides with the announced policy of the adminis- 
tration to limit encroachment of the Government upon the realms of private 
enterprise. 

Relative to the field of international trade, in which we are specifically inter- 
ested, we submit these views: 

We urged that Government shipments in international trade be offered on 
a competitive basis to United States commercial water carriers and that the use 
of naval and military vessels be restricted to carriage of munitions and supplies 
for the use of our Armed Forces. 

Such a policy, we believe, will serve well to help foster a strong American 
merchant marine. 

We urge that the facilities of private foreign freight forwarders be utilized 
for handling of Government waterborne export and import cargoes. In this con- 
nection we refer you to the Bland Forwarding Act, section 217 of the Merchant 
Marine Act, as amended and enclose herewith photostatic copies of a letter 
and enclosures dated February 19, 1951, from the Customs Brokers and For- 
warders Association of America, Inc., to Congressman Edward J. Hart. We 
ask you to consider this enclosure carefully, as it sets forth with admirable clarity 
the views we endorse. 

This association continually receives complaints regarding the tendency of 
Federal Government agencies to bypass the freight-forwarding industry. Spe- 
cifically our members have protested the action of the Department of Defense 
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in making use of the Military Sea Transportation Service to handle forwarding 
of such commodities as machinery, agricultural implements, foodstuffs, etc. in 
connection with foreign aid and relief programs. 

We take this opportunity to express our sincere appreciation for the diligent 
efforts of your committee in furthering the interests of the maritime industry. 

Respectfully yours, 

Pactric Coast CUSTOMS AND FREIGHT BROKERS ASSOCIATION, 
JoHN F. West, President. 


Fresruary 19, 1951. 
Hon. Epwarp J. Hart, 


Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 

DeaR CONGRESSMAN Harr: The members of this association who are en- 
gaged in foreign freight forwarding as well as other persons engaged in the 
same industry have recently come up against a situation which not only is of 
serious interest to them but is also tied up with the defense effort as well. 

The problem arises because during the latter part of 1950, the Military Sea 
Transport Service (MSTS) began to make contracts with ocean carriers, which 
contracts do not make allowances for the carriers to pay freight brokerage to 
the forwarders. The problem is further accentuated by the fact that the Depart- 
ment of Defense is bringing cargo forward and loading it aboard the carriers 
without the use of private forwarders. 

Your predecessor, Hon. Schuyler Otis Bland, took a decided interest in this 
problem and as chairman of the Committee on Merchant Marine & Fisheries he 
succeeded in doing much for the freight forwarding industry. 

To better understand the problem, we are herewith outlining the legislative 
history during the last decade. 

In 1942 Congressmen Bland sponsored legislation to insure the use of private 
freight forwarding facilities, both during the war and in the postwar period. 
This legislation, commonly referred to as the Bland Freight Forwarding Act 
amended the Merchant Marine Act of 1986 (see 46 U. S. Code Annotated 1127, 
56 Stat. 171, March 14, 1942). It provided as follows: 








“Sec. 1127. CoorDINATION OF FORWARDING AND SIMILAR SERVICING OF WATERBORNE 
Export AND ImMporT FOREIGN COMMERCE 


“(a) The Commission is hereby authorized and directed, through such ad- 
ministrative measures, agreements with other Federal departments and agencies, 
contracts with individuals or private business concerns, or other arrangements, 
as it may deem to be necessary or appropriate in the public interest, to coordinate 
the functions and facilities of public and private agencies engaged in the for- 
warding and similar servicing of waterborne export and import foreign com- 
merce of the United States, for the efficient prosecution of the war, the main- 
tenance and development of present and postwar foreign trade, and the pres- 
ervation of forwarding facilities and services for the postwar restoration of 
foreign commerce. As used herein the term “waterborne” export and import 
foreign commerce of the United States shall be deemed to include export ship 
ments from the Government of the United States to the governments of nations 
whose defense is deemed by the President to be vital to the defense of the 
United States under he authority of sections 411-419 of title 22. 

“(b) Other Federal departments and agencies are hereby authorized and 
directed to cooperate with the Commission by entering into and carrying out 
such agreements as may be necessary to effectuate the purposes of this section : 
Provided, That the Commission is authorized and directed to report to the 
Congress within 90 days after March 14, 1942, and every 4 months thereafter, 
the action taken hereunder and to give the names of any Federal departments 
or agencies or any other persons who have failed to cooperate with the Com- 
mission as herein directed.” 

In 1947, Congressman Bland, commenting on this legislation, stated: 

“During the war, it was found that lend-lease cargoes could be more cheaply 
and expeditiously handled by private freight forwarders than by the Govern- 
ment. To insure the use of these private freight forwarding facilities, both dur- 
ing the war and in the postwar period, the Congress passed legislation, usually 
referred to as the Bland Freight Forwarding Act (sec. 217 of the Merchant 
Marine Act of 1936, as amended), which provided that lend-lease and other 
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eargoes should be handled by private forwarders and that all Government 
agencies should make use of their services for the shipment of waterborne 
exports. Experience during the war with lend-lease cargoes clearly demonstrated 
the wisdom of this procedure, as these shipments were handled far more quickly 
and at a lesser cost by private freight forwarders than they had been when 
directly by Government agencies.” 

When the Foreign Aid Act of 1947, which became law on December 17, 1947, 
was being considered by the Congress, Representative Bland became very much 
concerned about the same subject. The act did not expressly mention private 
freight forwarding, but there is no doubt that the principles and spirit of the 
1942 act were carried over into this foreign-aid legislation. In this connection 
we are attaching hereto copies of the following: 

(1) Letter from Congressman Bland to Senator Vandenberg dated Novem- 
ber 20, 1947. 

(2) Letter from Senator Vandenberg to Congressman Bland dated Novem- 
ber 21, 1947. 

(3) Letter from Congressman Bland to the Secretary of State dated 
November 24, 1947. 

(4) Copy of page from the Congressional Record dated November 25, 1947. 

Apparently there has been some confusion on the part of some persons as to 
whether the Bland Freight Forwarding Act ceased to be effective with the end of 
lend-lease shipments abroad. The answer that it was just as valid after the war 
as during the war is best stated in an exchange of correspondence between 
Representative Bland and the Maritime Commission in October and November 
1947. In this connection, we attach for your ready reference copies of the 
following: 

(1) Letter from Representative Bland to Admiral Smith dated October 10, 


1947. 
(2) Letter from Admiral Smith to Representative Bland dated November 
6, 1947. ’ 


(3) Letter from Representative Bland to Admiral Smith dated November 
19, 1947. 

A very clear idea of what Congressman Bland told the Army in connection with 
this subject is contained in his letter to Kenneth Royall, Secretary of the Army 
dated November 20, 1947, a copy of which is herewith enclosed. 

In the Foreign Assistance Act of 1948 which became law on April 3, 1948, it is 
provided : 

“Sec. 112 (h). In providing for the performance of any of the functions de- 
scribed in subsection (a) of section 111, the Administrator shall, to the maximum 
extent consistent with the accomplishment of the purposes of this title utilize 
private channels of trade.” 

This law was amended on April 19, 1949, and the above provision was retained. 

Then Congress passed the Mutual Defense Act of 1949 which was approved on 
October 6, 1949. This act is silent on the subject we are discussing, but we believe 
that the same impelling motives exist for considering the Bland Forwarding Act 
of 1942 as still effective and valid. 

The present attitude of the Military Sea Transport Service and of the Depart- 
ment of Defense seems to completely ignore the reasons and purposes of the Bland 
Freight Forwarding Act of 1942. 

Despite the statutory provisions, the Military Sea Transport Service has evaded 
the employment of private forwarders on the ground that lower freight rates 
would be obtained by eliminating the forwarder’s commission of 14 percent 
usually paid by the carrier. It is a historical fact (unanimously agreed upon in 
testimony in Maritime Commission’s Docket No. 657) that the forwarder’s com- 
mission has been included in all freight rates for the past 100 years or more and 
that the said commission is of such small consequence that it does not affect the 
establishment of rates. 

In this connection the Secretary of Commerce made his 19th report to the 
Congress of action taken by the United States Maritime Administration under 
the Bland Forwarding Act of 1942 and sent copies of same to the Speaker of the 
House and the President of the Senate on November 17, 1950. A copy of this 
report is attached hereto for your ready reference. 

We respectfully beseech that your committee take such steps as may be neces- 
sary to protect the foreign freight forwarding industry, not only because we 
believe the Bland Forwarding Act is still valid, but because it is very important 
that in the present emergency and in the critical future, the freight forwarding 
industry be allowed to render the service which it can render better and cheaper 
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than Government forwarding facilities can. Incidentally the use of private 
freight forwarders might well release many men for military duty instead of 
having them try to do what the freight forwarders do as their everyday business, 

This association containing almost 400 members located in all of the principal 
ports of the United States offers you and your committee any assistance which 
we may be able to render. If you so desire, we will be pleased to have our 
officers come to Washington to confer with you on this subject. 

Respectfully, 
Customs Brokers & FORWARDERS ASSOCIATION 
or AMERICA, INC., 
By Martin A. Kerner, President. 


NovEMBER 20, 1947. 
Hon. ArtHuR H. VANDENBERG, 
United States Senate, Washington, D. C. 


DEAR SENATOR VANDENBERG: This morning I noted that section 3 (B) of the 
foreign aid bill, approved yesterday by the Senate Foreign Relations Com- 
mittee, provides that the President, acting through the executive agencies, 
may transport and store, or provide funds for the transportation and storage 
of commodities supplied under this bill. Section 38 (C) of the proposed legisla- 
tion further provides for the transfer of these commodities to any recipient 
countries. 

My interest in these sections is because they indicate that the supplies fur- 
nished under this bill might possibly be handled and transported by Govern- 
ment rather than private facilities. While I can understand that certain types 
of military cargoes may best be handled and transported by Government agen- 
cies, I feel that it is imperative to the maintenance of a healthy postwar 
American merchant marine and its related service industries that transporta- 
tion of these cargoes generally be handled by prigate enterprises rather than by 
Governinent facilities. I am particularly sedaaindl in insuring that these relief 
cargoes will be forwarded through ordinary forwarding channels rather than 
by the Army or other domestic or foreign government agencies. 

During the war, it was found that lend-lease cargoes could be more cheaply 
and expeditiously handled by private freight forwarders than by the Govern- 
ment. ‘To insure the use of these private freight forwarding facilities, both 
during the war and in the postwar period, the Congress passed legislation, 
usually referred to as the Bland Freight Forwarding Act (sec. 217 of the 
Merchant Marine Aet of 1986, as amended), which provided that lend-lease and 
other cargoes should be handled by private forwarders and that all Government 
agencies should make use of their services for the shipment of waterborne ex- 
ports. Experience during the war with lend-lease cargoes clearly demonstrated 
the wisdom of this procedure, as these shipments were handled far more quickly 
and at a lesser cost by private by private freight forwarders than they had 
been when directly handled by Government agencies. 

While the wording of section 8 (B) of the foreign aid bill would permit con- 
tinuation of the use of private freight forwarders as specified by the Freight 
Forwarding Act, it also impliedly would permit the use of Government facilities 
for forwarding relief shipments. I feel sure that you, and the members of your 
committee did not consider or intend the authorization of this practice. For 
not only has past experience demonstrated that :f this were done under the 
authority provided by section 3 (B) it would be more expensive to the Ameri- 
can taxpayer, but it would also put out of business the private freight forwarders 
who Congress has previously determined are necessary as an adjunct to a suc- 
cessful postwar foreign commerce and American merchant marine. 

In order that there may be no ambiguity arising from this provision, may I 
ask either that there be included in the bill when it reaches the floor a provi- 
sion for the use of private facilities for the handling of these cargoes, or if 
you feel that such a provision would burden the legislation, a statement on the 
(loor and in the committee report to the effect that it is intended that private 
facilities be used to handle the shipment of these relief cargoes. In my opinion 
either of these procedures are extremely desirable; they would, I know from 
past experience, reduce to a minimum the cost which the Government would 
incur for the transportation of relief supplies and insure the most efficient 
handling and shipments. They would also be in accord with the congressional 
policy previously specified in the Freight Forwarding Act. 
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May I add that the above comments regarding the interim relief bill are also 
applicable to the long-range program for the shipment of supplies for the re- 
covery of Europe. 

I would appreciate your assistance in this matter. Would you let me know 
what action along these lines you deem to be most feasible, 

Yours very “cerely, 


UNITED STATES SENATE, 
COMMITTEE ON FOREIGN RELATIONS, 
November 21, 1947. 
Hon. 8S. O. BLAND, 
House of Representatives, 
Vashington, D.C. 

My Drar CONGRESSMAN BLAND: This will reply to your letter of November 
20. Lappreciate the spirit in which you have written. 

Certainly I completely agree with your basic point of view. Relief supplies 
to Burope should use “private enterprise” facilities to the last practicable degree. 
I make this statement without reservation. I doubt, however, whether the 
relief law should textually assert this requirement. We are dealing with an 
emergency situation which may—-in some emergent moment—require the use 
of any transportation faciilties (including Government facilities) which may 
be available. The purpose of the Senate committee in writing this transporta- 
tion clause into the bill was solely to make sure that the appropriation covers 
“transportation.” The fact remains that. I completely agree with your view- 
point regarding the actual practice which should be followed to the last prac- 
ticable degree and I shall be glad to say so. Furthermore, you are welcome to 
use this letter if you wish. 

With warm personal regards and best wishes. 

Cordially and faithfully, 
A. H. VANDENBERG. 


[Copy of letter sent by Hon. Schuyler Otis Bland to Secretary of State] 


NOVEMBER 24, 1947, 
The honorable the SECRETARY OF STATE, 
Department of State, Washington D. OC. 

Dear Mr. Secretary: During the past weeks, serious questions have arisen 
concerning the transportation and forwarding of relief cargoes to Europe. Ob- 
jections have been understandably and well-raised by shipping and freight-for- 
warding concerns to the thought that under these plans relief cargoes might be 
handled and carried by Government agencies using Government facilities rather 
than through the facilities of private enterprise. 

It is my opinion, as well as that of others with whom I have talked, that 
the congressional policy set forth in the Merchant Marine Act of 1936 and 
subsequent legislation, particularly section 217 of the Merchant Marine Act, 
require that private shipping and forwarding facilities be used to service these 
cargoes. In the interim foreign relief bill reported last week by the Senate 
Committee on Foreign Relations, provision was made in section 3 (B) for the 
President, through the executive agencies, to provide transportation and storage, 
or to pay for the transportation and storage, of relief cargoes shipped pursuant 
to this legislation. The broad language of this section, and the implication 
that Government agencies could directly furnish the transportation and storage, 
raised serious questions in the mind of people in the maritime and freight- 
forwarding industry. Because of the importance of this question to the merchant 
marine and the freight forwarders, I wrote to Senator Vandenberg, chairman 
of the Foreign Relations Committee, and to other members of the Senate and 
House groups dealing with relief legislation, stating that it was my opinion 
that private-enterprise facilities should be used and that there should be a 
clarification of the congressional intent as expressed in the language of this 
section. Senator Vandenberg has just written to me, stating that he is in 
complete agreement with my point of view, adding that “relief supplies to 
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Europe should use ‘private enterprise’ facilities to the last practicable degree.” 
For your information, I am enclosing a copy of my letter and Senator Vanden- 
berg’s reply. 

It seems to me quite clear that it is the intent of all concerned to use private 
shipping and freight-forwarding facilities to handle these cargoes both under the 
interim and long-range European relief programs. In order to remove the 
ossible ambiguity in the broad language of the statute, I suggested to Senator 
Vandenberg that an amendment to this effect might be incorporated in the 
jJegislation. I am, however, in agreement with the Senator that it would 
probably be unwise to burden this bill or to take the time of the Congress to 
put in an amendment of this kind. In order that there may be no doubt, how- 
ever, that private-enterprise facilities will be used for shipping and forwarding, 
I believe that a statement from you, setting forth that it is the State Depart- 
ment’s view that this shall be done, will suffice to settle this matter to the satisfac- 
tion of all and to remove any need for specific legislative action to accomplish 
this purpose. 

My views on this matter have been discussed with Dr. Radius of vour staff 
who has stated that they accord with those of your department. As this policy 
determination has already been made, and as the interim bill is already on the 
Senate floor, I would appreciate an immediate reply from you. I think that 
such a reply will be adequate to remove all latent doubts and ambiguities and 
should be satisfactory both to the industry and to the Members of Congress 
who have been concerned with this problem. 

Yours very sincerely, 


[From the Congressional Record, November 25, 1947] 


Mr. VANDENBERG. It is not my conscience that bothers me in answering these 
questions; it is the fact that we are dealing with certain inponderables which 
require a degree of elasticity for the future if we are to meet the objectives of 
the proposed act. Let me say this with respect to the particular question which 
the Senator asks. I think this inquiry was initiated in the first place by a very 
distinguished Member of the House of Representatives, Representative Bland, 
of Virginia, who has a long-established interest in this subject, as has also the 
Senator from Maine. 

In eorrespondence Representative Bland has said to me that he understands 
why it would be undesirable to attempt by specific definition to hamstring the 
freedom of the Government dtring the next 90 emergency days in finding trans- 
port facilities for these emergency supplies; and he has said that from his point 
ef view he would be completely satisfied if the chairman of the committee were 
to state on the floor of the Senate, as the chairman did twice on yesterday, that 
it is his judgment that insofar as it is possible to use the existing private mer- 
chant marine of the United States it will be expected that that facility will be 
the one upon which the Government primarily relies and upon which it exclu- 
sively relies, insofar as it ean, for the delivery of these supplies, always reserving 
the fact, however, that we are dealing with an emergency, that food is available 
here and that the necessity is yawning in the foreign countries, and we haye to 
take whatever facility happens to be immediately available. 

Mr. Wuire. Mr. President, I am in complete concurrence with what the Senator 
has just said. I should not want to limit the Government to the use of privately 
operated ships, but by the same token I did not want the language in the bill to 
be understood as conferring a governmental monopoly. 

Mr. VA\NpEeNBERG, The Senator is satistied with the statement I made? 

Mr. Wuirte. Yes. 

Mr. VANDENBERG. It refers to freight forwarders as well as to merchant ships, 

Mr. BarRKLEY. Mr. President, I agree with the Senator from Michigan in regard 
to his interpretation of the language in subsection (b), but if anybody still has 
any doubt about it, it can be cleared up by having the language read: “transport 
or cause to be transported and stored.” 

Mr. VANDENRBERG. I say to the Senator from Kentucky that I think the situation 
is in satisfactory form, in the light of the statement I have made, 

Mr. BarKLey. I agree with that interpretation; I think so, too. But I was 
anxious to clear up any doubt about it in anyone’s mind, and I think the state- 
ment of the Senator does that. 
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Mr. Wuite. Mr. President, I repeat that, so far as I am concerned, I am en- 
tirely satisfied with the statement of the Senator from Michigan. 
Mr, VANDENBERG, I thank the Senator. 


Ocroper 10, 1947 
Rear Adm. W. W. SmItH, 
Chairman, United States Maritime Commission, 
Washington, D. C. 

My Dear ApMiraL SmirH: Several years ago Congress enacted legislation, 
commonly referred to as the Bland Freight Forwarding Act, which was inecor- 
porated as an amendment to the Merchant Marine Act of 1936. Under that legis- 
lation the Maritime Commission was directed to take measures in cooperation 
with other Federal agencies, to coordinate the functions and facilities of the 
freight forwarders in order to preserve and develop freight forwarding for the 
postwar restoration of foreign commerce. Subsection (b) of this amendment 
requires the Maritime Commission to report to the Congress every 4 months on 
the action which it has taken under this legislation and to give the names of any 
Federal departments and agencies which have failed to cooperate in accordance 
with the provisions of the act. 

On examination of the committee records, I find that no reperts have been 
received from the Maritime Commission concerning its activities under this act 
since January, although 8 months have elapsed. Would you inform me, there- 
fore, when these reports are to be expected and what action the committee is 
taking to fulfill its duties under this statute. 

Very truly yours 
S. O. BLAND. 





UNITED STATES MARITIME COMMISSION, 
Washington, November 6, 19 


Ly 
¥é 
The Honorable SCHUYLER OTIS BLAND, 
Committee on Merchant Marine and Fisheries, 
House of Representatives, 

My Dear JupGeE BLAND: I have your letter of October 10, 1947, in which you 
note that no reports under the Bland Freight Forwarding Act have been sub- 
mitted to Congress by the Commission since January 1947 and in which you 
inquire (1) when further reports are to be expected, and (2) what action the 
Commission is taking to fulfill its duties under the statute. 

In its 14th report to Congress under the Bland Act, the Commission said: 

“Inasmuch as the forwarding functions have now been returned to normal 
commercial channels, the United States Maritime Commission contemplates 
no further activities in connection with this act.” 

The Commission teok this position because of its understanding that the 
Bland Act had for its purpose the preservation of the forwarding industry 
during the war by assuring the participation of forwarders in the handling 
of lend-lease exports, and because it was unable to find in the language or 
in the history of the act any indication that it imposed upon the Commission 
duties in addition to those related to lend-lease. Since it appeared that there 
was nothing more to be done, the Commission so informed the Congress in its 
14th report. The Commission has assumed that since its activities under 
the act had terminated, no further reports were necessary or proper. 

The Commission has made no request for funds to carry out any program 
under the Bland Act, and is now without money or personnel for that purpose. 
I have been informed that such fundes as were used by the Commission and 
War Shipping Administration in carrying out the Bland Act program consisted 
wholly of money transferred for that purpose by the Office of Lend-Lease 
Administration. 

The effect of the Bland Act is one of the important questions in a regulatory 
matter (Docket No. t657) now pending before the Commission's Office of Trial 
Examiners. That proceeding, as you know from my letter of May 1, 1947, in- 
volves an inquiry into practices relating to payment and nonpayment of 
brokerage to ocean forewarders. As it will eventually come before the Com- 
mission for final decision, I deem it imperative that the Commission refrain 
at present from taking a conclusive position with respect to issues upon which 
it will have to pass on in a quasi-judicial capacity. 
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Counsel for the Commission have prepared a brief to be filed in the brokerage 
proceeding. I understand that they have discussed the Bland Act extensively in 
that document, and I shall direct that copies be furnished to the committee 
as soon as it has been served on the parties in interest and filed with the 
Commission, It should, of course, be understood that the brief is submitted 
by counsel only in an advisory capacity and is no more binding upon the 
Commission than are the briefs of private parties. I assume that the forwarder 
interests will themselves brief their views on the Bland Act, and you have 
my assurance that those views will be considered no less attentively than the 
views expressed by others, 

The Commission understands and appreciates your interest in this matter, 
and will do its utmost at all times to keep you fully advised. 

Sincerely yours, 
W. W. Smiru, Chairman, 


NOVEMBER 19), 1947. 


Adm. W. W. SMITH, 
Chairman, United States Maritime Commission, 
Washington 25, D. O. 


My Dear Apmrrat SmitH: Reference is made to your letter of November 6, 
1947, concerning the activities of the Maritime Commission under the Bland 
Freight Forwarding Act. In your Jetter you stated that it is the Commission’s 
understanding that the Bland Act had for its sole purpose the preservation of the 
forwarding industry during the war by insuring the participation of the freight 
forwarders in the bandling of lend-lease export cargoes, and that the Commission 
is unable to find in the language or in the history of the act any indication that 
it imposed upon the Commission duties tn addition to those of lend-lease. Your 
letter further stated that the Commission has assumed that its activities under 
the act have terminated so that no further reports to Congress are necessary. 

May I say at the outset that the Commission’s interpretation of the Bland 
Freight Forwarding Act is completely contrary to my own. Moreover, I feel that 
this interpretation is directly at variance both with the express verbiage of the 
statute and with the intent of Congress as shown by the act’s legislative history. 

The Bland Freight Forwarding Act (sec. 217, Merchant Marine Act of 1936, as 
amended) states that: 

“The Commission is hereby authorized and directed through such admin- 
istrative measures, agreements with other Federal departments and agencies, 
contracts with individuals or private business concerns or other arrangements, 
as it may deem to be necessary or appropriate in the public interest to coordinate 
the functions and facilities of public and private agencies engaged in the for- 
warding and similar servicing of waterborne export and import foreign com- 
merce of the United States, for the efficient prosecution of the war, the mainte- 
nance and development of present and postwar foreign trade, and the 
preservation of forwarding facilities and services for the postwar restoration of 
foreign commerce. As used herein the term ‘water-borne’ export and import 
foreign commerce of the United States shall be deemed to include export ship- 
ments from the Government of the United States to the governments of nations 
whose defense is deemed by the President to be vital to the defense of the United 
States under the authority of the Act of March 11, 1941.” 

You will note that the above statute sets forth in the first sentence general 
duties to be exercised by the Maritime Commission to further freight forwarding. 
You will note, moreover, that the duties imposed on the Commission include the 
maintenance and development of postwar foreign trade and the preservation of 
forwarding facilities and services for the postwar restoration of foreign com- 
merece. The second sentence of the statute merely states that the general duties 
imposed by the act shall apply to cargoes shipped under the so-called Lend Lease 
Act. In other words, the statute does not provide principally for lend-lease 
activities and then incidentally for other cargoes to be handled by forwarders. 
The effect of the statute is quite the opposite: it applies to the general coordina- 
tion and development of freight forwarding and only incidentally to lend-lease 
shipments. 

My recollection of the legislative intent that this statute should have postwar 
application is clear, I further recollect that the section regarding lend lease was 
inserted as an amendment to the basic statute merely to insure that the broad 
provisions of the act would be applied to these specific cargoes. Moreover, the 
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report by our committee, which was adopted by the Senate committee which con 
sidered the freight-forwarding bill, specifically and clearly points out that this 
legislation was to have postwar application. Furthermore, the report of the 
Maritime Commission on this bill when it was pending before our committee 
likewise clearly evidences the Commission's belief that this statute would have 
postwar application. For these reasons I am convinced that the Maritime Com- 
mission's position expressed in your letter of November 10, is erroneous and that 
the Maritime Commission's action in discontinuing the performance of its duties 
under this act is without legislative sanction and eontrary to the congressional 
mandate as expressed in the statute. 

Being the author of this bill and knowing the purpose which it was designed 
to accomplish, I feel that the Maritime Commission has been remiss in its duties 
in discontinuing its activities to further the freight-forwarding segment of our 
maritime industry. Accordingly, I must ask that the Maritime Commission re- 
examine the determination that it has made. Such reexamination will clearly 
demonstrate to you, I am sure, that the conclusion expressed in your letter of 
November 10 is erroneous. Once that has been done, I must further ask that 
the Commission take all necessary steps to fulfill its duties under this statute. 

Because of the importance of your opinion on the application of the Bland 
Freight Forwarding Act in the determination of the now pending question of 
Whether cargoes under the so-called Marshall plan will be shipped through 
private freight forwarders, I would appreciate, if possible, having your reply 
to this letter within 1 week. 

Very truly yours, 


NOVEMBER 20, 1947. 
Hon. KENNETH ROYALL, 
Secretary of the Army, Department of the Army, 
Washington, D. C. 


My Dear Mr. Secrerary: Reference is made to our previous correspondence 
concerning the use of private freight forwarding in the shipment of relief sup- 
plies to Europe. As I have stated in my previous letters, it is my firm opinion that 
the so-called Bland Freight Forwarding Act (sec. 217 of the Merchant Marine 
Act of 1936, as amended) requires that private freight-forwarding facilities be 
used to handle the shipment of these supplies. I have had a close study made 
of the legislative history of that statute; from this examination, plus my own 
study of the act and my recollection of the intent of the Congress at the time this 
legislation was pending, I am convinced that Congress has clearly expressed its 
intent that these shipments be so handled. 

In your previous correspondence, you mentioned that the Army would handle 
the shipment of military equipment and direct Army purchases under the Greek- 
Turkish loan. It seems to me that the handling of such equipment by the Army 
and the use of its facilities for its forwarding may be appropriate; but it has 
just come to my attention that the Army is now also shipping road material and 
other equipment of a nonmilitary nature through its own facilities in the port 
ef New York. If so, I think it is clearly in violation of the direct mandate to 
the Government departments set forth in the Bland Freight Forwarding Act, 
I would appreciate a report from you as to whether this information is correct. 

In my opinion it is essential to the welfare of the postwar American merchant 
marine and the development of our postwar foreign commerce, that the private 
freight-forwarding industry be maintained. When hearings were held before our 
committee prior to the passage of the Freight Forwarding Act, the importance of 
freight forwarders to both the development and maintenance of a healthy Ameri- 
can merchant marine and a sound foreign commerce was made quite evident 
Accordingly, it is my hope that you and the Department of the Army will do 
everything possible to comply with the letter and the spirit of the act, and that 
you will ship all supplies of a nonmilitary nature through ordinary forwarding 
channels. Experience during the war with the equipment of lend-lease supplies 
has demonstrated clearly that the use of private forwarders is both cheaper and 
more expeditious than shipment through Government forwarding facilities 

Would you please let me know what action is contemplated by the Depart- 
ment of the Army to insure the use of private forwarding facilities for all non- 
military relief cargoes. 

Yours very sincerely, 
S. O. BLAND. 
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NINETEENTH Report TO CONGRESS BY THE SECRETARY OF COMMERCE OF ACTION 
TAKEN BY THE UNITED STATES MARITIME ADMINISTRATION UNDER SECTION 217 
OF THE MERCHANT MARINE Act, 1936, As AMENDED (PuBLic Law 498, 77TH 
CONG. ) 


This 19th report to Congress is filed pursuant to the above-mentioned statute, 
popularly known as the Bland Forwarding Act. 

The predecessor agencies of the Maritime Administration have submitted 18 
reports to Congress under this legislation. This report covers the period from 
Mav 1, 1950, to August 31, 1950. 

During this period the President’s Reorganization Plan No. 21 of 1950 was 
placed into effect, whereunder the United States Maritime Commission was 
superseded May 24, 1950, by the Federal Maritime Board and the Maritime 
Administration. Activities under the provisions of section 217 of the Merchant 
Marine Act of 1936, as amended, are now the responsibility of the Maritime Ad- 
ministration. 

There were no policy changes in respect of the freight-forwarding activities 
pursued heretofore as a result of the reorganization. In the latter part of the 
period covered herein, a series of complaints was received from individual 
freight forwarders objecting to the policies of the Military Sea Transportation 
Service, Denartment of the Navy, in respect of the lack of utilization of private 
freight forwarders in connection with foreign-aid cargoes. It appears that the 
complainants’ objections are directed to two specific phases of military opera- 
tions: (1) To those cases where the affreightment arrangements of the Military 
Sea Transportation Service with the carriers do not make allowances for the 
cariers to pay brokerage to forwarders, (2) to those cases where the Depart- 
ment of Defense brings the cargo forward and loads it without the use of 
private forwarders. 

Members of the staff of the Maritime Administration have conferred with 
representatives of the Secretary of Defense with a view to the employment by 
the Department of Defense of private forwarders in connection with foreign aid 
eargoes whenever their services can be used efficiently and economically con- 
sistent with military requirements. However, the Maritime Administration does 
not undertake to require the use of private freight forwarders in connection 
with export materiel under military jurisdiction where the defense authorities 
eontend that problems of safety and security are involved. 

In the 17th report of action taken under this section dated February 8, 
1950, the Congress was advised by the Maritime Commission that: “We en- 
deavor to investigate all such protests and have discovered varying degrees of 
justification therefor. In some instances we have been able, at least in limited 
measure, to alleviate causes of complaint. However, the Commission’s ad- 
ministration of the Bland Forwarding Act has been seriously complicated by 
the absence of ascertainable statutory standards or definitions of the commis- 
sion’s responsibility relative to the protection and promotion of the forwarding 
industry.” 

The Maritime Administration has experienced difficulties in administration 
of the section 217, of the same type as those encountered by its predecessors. 
While section 217 was effective in carrying out its primary purpose during 
World War II of preserving forwarding facilities for the postwar restoration of 
foreign commerce, it is inadequate in its present form to support the extensive 
demands now made by the forwarding industry for governmental assurance 
of its participation in the several foreign-aid programs. 

The Administration’s further activities pursuant to the provisions of the 
act will be covered in subsequent reports to Congress. 





(Pustic LAw 498—77TH CONGRESS) 
(CHAPTER 186—2p SESSION) 
(H. R. 6291) 
AN ACT to amend the Merchant Marine Act, 1936, as amended, to provide for the 
coordination of the forwarding and similar servicing of water-borne export 
and import foreign commerce of the United States 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That title II of the Merchant Marine Act, 1936, 
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as amended, is hereby amended by adding at the end thereof a new section to 
read as follows: 

“Sec. 217. (A) The Commission is hereby authorized and directed, through 
such administrative measures, agreements with other Federal departments 
and agencies, contracts with individuals or private business concerns, or other 
arrangements, as it may deem to be necessary or appropriate in the public in- 
terest, to coordinate the functions and facilities of public and private agencies 
engaged in the forwarding and similar servicing of water-borne export and im- 
port foreign commerce of the United States, for the efficient prosecution of the 
war, the maintenance and development of present and postwar foreign trade, 
and the preservation of forwarding facilities and services for the postwar 
restoration of foreign commerce. As used herein the term ‘water-borne export 
and import foreign commerce of the United States’ shall be deemed to include 
export shipments from the Government of the United States to the governments 
of nations Whose defense is deemed by the President to be vital to the defense 
of the United States under the authority of the act of March 11, 1941 (Public 
Law 11, 77th Congress). 

“(B) Other Federal departments and agencies are hereby authorized and 
directed to cooperate with the Commission by entering into and carrying out 
such agreements as may be necessary to effectuate the purposes of this sec- 
tion: Provided, That the Commission is authorized and directed to report to 
the Congress within 90 days after the enactment of this section, and every- 
4 months thereafter, the action taken hereunder and to give the names of any 
Federal departments or agencies or any other persons who have failed to co- 
operate with the Commission as herein directed: And provided further, That 
nothing herein shall be deemed to affect the power or jurisdiction of the Inter- 
state Commerce Commission, nor confer upon the Maritime Commission con- 
current power or jurisdiction over any matter within the power or jurisdiction 
of the Interstate Commerce Commission. 

“(C) In conformity with the President’s Executive Order of February 7, 1942 
(numbered 9054; 7 Federal Register 837), the functions and duties of the Com- 
mission under this section, insofar as they pertain to functions and duties of 
the Commission transferred by such executive order to the administrator of the 
War Shipping Administration, shall be performed by such administrator.” 

Approved, March 14, 1942. 


i*ACIFIC COAST EUROPEAN CONFERENCE, 
Sun Francisco, Calif., October 21, 1958. 
Hon. CHARLES E. Porter, 


St. Francis Hotel, San Francisco, Calif 


My Dear Senator Porrer: Under date of October 15, I wired your Washington 
office and requested an opportunity to make a brief oral statement before your 
subcommittee in this city. It was suggested by Mr. Woodruff in reply that I 
appear at the hearings on Friday, October 23. 

While I greatly appreciate the courtesy thus extended to me, IT now find it 
will not be possible for me to put in an appearance. TI am writing, therefore, 
to ask that if my name has been listed in your schedule of appearances that you 
be good enough to remove it therefrom 

Sincerely yours, 
J. F. McArt, Chairman. 





WEYERHAEUSER STEAMSHIP Co., 
San Francisco, Calif., November 12, 1958. 
Re Panama Canal tolls. 
Hon. CHARLES E. POTTER, 
Chairman, Subcommittee on Maritime Subsidies, 
Interstate and Foreign Commerce Committee, 
United States Senate, Washington, D. C. 

DEAR SENATOR Porter: The interesting information which Mr. Sinclair gave 
your committee at the San Francisco hearings regarding the amount of canal 
tolls which Luckenbach has paid since 1921 has been a source of much dis- 
cussion among the intercostal lines. In view of some very disturbing informa- 
tion regarding negotiations now underway to further increase canal tolls, we 
would like to join with Mr. Sinclair in placing in the record just what it has 
cost our line to traverse the canal since 1923, when our line first started 
operations. 
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In 1923, we had two intercoastal vessels in operation for a period of 6 months, 
In 1925, we purchased the third vessel and in 1926, the fourth one. We purchased 
2 additional vessels both in 1937 and in 1940, making a total of 8 ships. For 
approximately 1 year, 1931 and 1932, the entire fleet was laid up. Aside from 
this interruption, the fleet operated in the intercoastal trade until early 1941 
when the war years interrupted all intercoastal service. We returned to the 
intercoastal trade in 1947 and operated three ships in that year. In 1948, we 
purchased the fourth ship; in 1949, two additional ships and the seventh in 
1951. 

Therefore, from the time our line started in 1923, with this small fleet, we have 
puid in tolls to the Panama Canal, a total of $4,651,606. (Just about 1 percent of 
the total cost of the canal.) 

It is an interesting comparison when you add up these costs for the inter- 
coastal trade and take into consideration the many canals which have been 
built in the United States which are entirely toll free and have in no way the 
Strategic national defense value the canal has. 

This strategic national defense value is known to all. Yet it has only been 
in the very recent past that some consideration of this value has been given 
in determining the assessment of tolls. There still remains grave doubt in the 
industry that the full importance of the canal to our national defense and 
security has been emphasized, insofar as the costs which the United States 
merchant marine bears. 

It therefore becomes a factor as to why American-flag vessels should pay any 
tolls; especially those that operate in the intercoastal trade, which trade has 
always been the immediate reservoir of ships in the event of a national 
emergency. 

Very truly yours, 
DoNALD WATSON. 


THE SECRETARY OF COMMERCE, 
Washisgton 25, July 24, 1958. 
Hon. CuHaries FE. Porrer, 
Chairman, Special Subcommittee on Maritime Subsidies, 
United States Senate, Washington, 25, D. C. 

DEAR SENATOR Potter: This is in acknowledgment of your letter of July 1, 1953, 
in which you stated that you wish to hear from the Department of Commerce 
with regard to all instances of unjust foreign discriminations against American- 
flag shipping which have been called to the attention of this Department. In 
addition, you wished to be advised of the steps which have been taken to end 
such discriminations. 

In April 1952, your committee held hearings on the subject of foreign dis- 
criminatory practices against American-flag shipping, and favorably reported on 
Senate Journal Resolution 150. In these hearings, Admiral E, L. Cochrane, 
Maritime Administrator, placed on the record a statement regarding the basic 
types of discrimination experienced by the American-flag shipping industry, and 
an appendix listing a tabulation of the complaints of discrimination filed with 
the Maritime Administration up to that time, as well as a tabulation of steps 
taken to correct these alleged discriminations. Admiral Cochrane’s statement is 
contained on pages 79-88 of the printed report of that hearing. It is my under- 
standing that you wish to have the record brought up to date since April 1952, 

There is listed below, by countries, the discriminatory practices which were 
either existing at the time the Administration last appeared before your com- 
mittee or which have arisen since April 1952, together with the steps taken by 
the Maritime Administration in attempting to end such discriminations: 


ARGENTINA 


(a) The most serious discriminatory practice of the Argentine Government 
is the routing of commercial cargoes by State-controlled agencies under Decree 
6087. Complaints to the Argentine Government as to this practice have not yet 
proved fruitful. As a consequence the Maritime Administration, with the con- 
currence of the Department of State and the Export-Import Bank, has declined 
to recommend to the Export-Import Bank a waiver of Public Resolution 17 which 
was requested by Argentine commercial interests for the movement of cargo from 
the United States under Export-Import Bank financing. The entire movement of 
such cargo will, therefore, go forward in vessels of United States registry. 
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(b) Argentine regulations still reserve more favorable berthing rights to 
Argentine-flag vessels, but due to trade conditions, such regulations have not been 
a problem within the last year. While the most modern facilities of the port are 
at times assigned, when available, to United States flag freight ships—on an 
individual vessel basis—Argentine-flag vessels have the advantage of permanent, 
fixed berth assignments at the new docks. 

(c) Since the hearings before your committee in April 1952, this Department 
has been notified that port charges in Argentina, which heretofore had been ad- 
ministered on a dual tariff basis deemed by the United States to be discriminatory, 
have now been equalized. United States flag vessels now receive equal treat- 
ment with Argentine flag vessels as to entrance fees, light and health dues, per- 
manency dues and anchorage in roads dues. 


BRAZII 


(a) The Maritime Administration, in conjunction with the Department of 
State, prepared representations for presentation to the Brazilian Government as 
to Decree 347. This decree gave Brazilian-flag vessels preferential berthing 
treatment. Subsequent action of the Brazilian Government made warehouse 
facilities available to Brazilian-flag vessels exclusively, causing delays to United 
States flag vessels. In December 1952, these preferential regulations were ad- 
ministratively cancelled by the Brazilian Government, and there is presently 
before the Brazilian Congress a bill to legislatively rescind Decree 347. 

(b) Article 20 of Brazilian Public Law 420 allows a reduction of 50 percent 
in consular fees to shippers on Brazilian-flag vessels. The Brazilian Government 
has introduced legislation in the present session of the Brazilian Congress to 
rescind this preferential legislation. 

(c) Recommendations with regard to the more effective utilization of port 
facilities made by the United States-Brazil Joint Commission for Economic 
Development are being put into effect by the Brazilian Government. 

(d) Article 19 of Public Law 420, which grants certain financial preferences 
to Brazilian-flag vessels relative to consular fees against the vessel, is still 
effective. 

(e) The request of the Brazilian Government for a waiver of Public Resolution 
17 whereby Brazilian-flag vessels could participate in Export-Import Bank- 
financed movements to Brazil provided the Maritime Administration additional 
opportunity to request the removal of inequitable Brazilian practices. When the 
Brazilian Government inaugurated the action mentioned above in connection 
with Decree 347 and article 20 of Public Law 420, the Maritime Administration 
approved a waiver of Public Resolution 17 with the result that Brazilian vessels 
are now participating in the carriage of Export-Import Bank-financed cargoes 
to Brazil. 





CANADA 


The situation with regard to the British Columbia Pilotage Regulations as 
reported to your committee in April 1952, still continues. Further representa- 
tions to the Canadian Government were made following these hearings but the 
Canadian Government has declined to reconsider its previously announced 
position. 

CHILE 


A complaint was received by the Administration in June 1953, with regard 
to controls imposed by the Chilean Government on cargo moving from the 
Pacific coast of the United States to Chile. These controls have the effect 
of making mandatory the routing of a large portion of Chilean-bound cargo 
in Chilean-flag vessels. A detailed review, in conjunction with the Department 
of State, has been made by the Maritime Administration relative to this com- 
plaint and, as a result, the Department of State has sent forward a strong 
representation to the American Embassy in Santiago to be used as a basis for 
discussion of the problem with the Chilean Government. 


ECUADOR 


The discrimination in favor of Ecuadorean-flag vessels based on consular 
invoice fees remains unchanged. On cargoes shipped from the United States 
on Ecuadorean-flag vessels and vessels of the “Gran Colombiana” fleet shippers 
are charged only 50 percent of the consular fees, while on cargoes shipped 
on American-flag vessels, the shipper pays full consular fees (7 percent ad 
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valorem). Further representations have been made in the past year to the 
appropriate Ecuadorean officials with regard to this practice, including a formal 
note of May 1, 1953, from the United States Ambassador to the Foreign Minister. 
Negotiations, looking to the acceptance of a treaty of friendship, commerce, and 
navigation which would, if ratified, eliminate these practices, are still going 
forward. 

FRANCE 


The discriminatory practice of requiring vessels other than French flag to 
employ Courtiers Maritimes for entrance, Clearance, and related services still 
applies. At the request of the Maritime Administration, further representa- 
tions to the French Government were made by the Department of State 
through the United States Embassy in Paris. The Maritime Administration 
also had the opportunity of drawing this situation to the attention of the 
French Embassy in Washington when French cotton interests requested a 
waiver of Public Resolution 17 to permit participation of French-flag vessels 
in the export of cotton financed by the Export-Import Bank. Efforts toward 
solution of this matter will be continued. 


PHILIPPINES 


The Philippine Government has passed legislation continuing a peso-dollar 
exchange conversion tax of 17 percent, the effects of which are discriminatory 
as to certain American carriers. The Maritime Administration has informed 
the National Advisory Council of the concern which it feels with regard to 
this tax. In addition, the Department of State has instructed the American 
Embassy in Manila to make representations to thte Philippine Government 
looking to relief for certain American carriers from the inequitable and dis- 
criminatory application of this tax. 

Certain inequities in the collection of the stamp tax on transportation tickets 
have also been reported and are being reviewed. 


SPAIN 


Spanish currency regulations and related practices continue to make it im- 
possible for United States vessels to compete on an equal basis with Spanish 
vessels in the carriage of cargoes from the United States to Spain. A particular 
example is that Spanish Boards or agencies which control the purchase of 
commodities in the United States (cotton, lubricating oil, wax, tobacco, etc.), 
avoid the payment of dollar freights by directing the ocean shipment to Spanish 
vessels. 

At the request of the Martime Administration, further representations have 
been made by the Department of State to the Spanish Government. In addition, 
the Maritime Administration has had the opportunity of presenting the case 
to the Spanish Embassy in Washington in response to requests of that Embassy 
for Export-Import Bank waivers during the last 2 or 8 years. In both 1951 and 
1952 the Maritime Administration, with the concurrence of the Department 
of State and the Export-Import Bank, arranged waivers allowing 50 percent 
participation of Spanish vessels in movements financed by the Export-Import 
Bank. This action was taken in anticipation of remedial action by the Spanish 
authorities that would permit greater United States flag participation in 
Spansh-controlled cargo. Minor concessions by the Spanish Government to date 
have produced very little benefit for United States vessels. 

A third request of the Spanish Government for a waiver of Public Resolution 
17 is presently under consideration. The Maritime Administration sees no 
occasion to recommend favorable action unless more effective relief measures 
are offered by the Spanish Government. 

Currency controls by foreign governments, with the object of conserving 
foreign exchange, particularly of hard currencies, continue to affect American 
flag shipping services operating in international trade. These controls in many 
instances take the form of regulations which direct to national flag vessels the 
export and import commercial cargoes, to the disadvantage of United States 
carriers. Currency regulations, which discriminate against United States 
shipping, presently exist in Argentina, Brazil, Colombia and Spain, and have 
intermittently been reported in Italy, Israel and French Colonial Africa. 

The discriminatory effects of these currency controls are difficult to combat, 
particularly since some result from bona fide efforts directed to overcome dollar 
shortages or other currency problems. However, whether these discriminations 
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are truly byproducts of dollar shortages, or are primarily used to strengthen 
the position of their national merchant fleets, the effect on United States water 
carriers is equally harmful. Informal complaints are continually received from 
United States flag carriers as to difficulties experienced abroad through actions 
or regulations of foreign governments If, after review, such actions appear to 
fall within the category of discriminatory practices, the Maritime Administra- 
tion, in conjunction with the Department of State, prepares recommendations 
for informal representation by the American Embassy to the appropriate foreign 
officials. If no redress is secured, a formal complaint is then prepared for 
presentation to the foreign government 

Occasionally the country practicing discrimination is the recipient of United 
States Government loans for the purchase of goods, and request is made by 
the recipient for a waiver of the requirement, set forth in Public Resolution 17, 
that the entire movement be by United States flag vessels. Full advantage 
is taken of these opportunities to discuss with the foreign government the 
discriminatory practices in relation to their request to participate in the 
movement of United States Government-financed cargoes. Some beneficial re- 
sults have been thus obtained. In the main, however, a continued and persistent 
approach through diplomatic channels has seemed to be the most effective means 
of dealing with foreign discrimination against United States shipping. It is 
necessary that the problem be kept constantly before the foreign governments 
involved. The interest in these discriminatory practices shown by your com- 
mittee has strengthened the position of this Government in its attempts to deal 
with the specific problems as they arise. 

This Department will, of course, be glad to discuss any further aspects of 
these problems or furnish any additional details if requested by your committee. 

Sincerely yours, 
SINCLAIR WEEKS, 
Secretary of Commerce. 


DEPARTMENT OF 


STA‘ 
Washington, D. C., Augus 


1 
st 4, 1953. 
Hon. CHARLES FE. POTTER, 
Chairman, Special Subcommittee on Maritime Subsidies, 
Committee on Interstate and Foreign Commerce, United States Senate. 


sf 


My Dear SENATOR PoTTER: Reference is made to your letter of June 26, 1953, 
and to the Department’s acknowledgement of July 1, 1953, regarding recent 
efforts .of the Department to eliminate foreign discriminations against United 
States shipping and the American marine insurance market. A separate reply 
is being prepared with respect to marine insurance and will be forwarded to you 
as soon as possible. 

As you are aware, the Senate Committee on Interstate and Foreign Commerce 
held a hearing on April 4, 1952, on the subject of discriminatory practices by 
foreign governments adversely affecting the United States merchant marine. At 
that time, Deputy Assistant Secretary Harold F. Linder testified for the Depart- 
ment on this subject and placed in the record a comprehensive country by country 
statement regarding foreign discriminations against American shipping and the 
efforts made by the Department to eliminate them. Mr. Linder’s testimony is 
contained on pages 88 to 102 of the printed report of the hearing. Inasmuch as 
you have asked for a report bringing up to date the Department’s previous testi- 
mony on this subject, the enclosed memorandum of country statements is in the 
form of a progress report on developments since April 4, 1952. 

In the 15 months since the above committee held hearings on this problem, con- 
siderable progress has been made. During this period, there has been only one 
new case, namely, Chile, of a clearly discriminatory practice against United 
States shipping. Moreover, in the case of Brazil, notable progress has been made 
in eliminating disccriminatory practices. This does not imply that all such prob- 
lems have been solved or that additional ones will not develop. It means, how- 
ever, that the rate of new discriminations has dropped sharply and that progress 
is being made in eliminating existing ones. 

The Department has not failed to utilize every appropriate means at its disposal 
to achieve the elimination of discriminatory and restrictive practices encountered 
by American shipping. Such means include cooperation with other governmental 
agencies and industry representatives, representation to foreign governments 
through diplomatic channels, and negotiation of treaties and agreements which 
contain adequate provisions for the protection of United States shipping interests. 

You may be assured that the Department will continue its efforts to relieve 
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United States vessels from the burden of discriminatory foreign practices. At 
the same time, the Department will, of course, be happy to submit supplemental 
progress reports on this subject to your committee upon request. 
Sincerely yours, 
THuruston B. Morton, 
Assistant Secretary 
(For the Secretary of State). 


Progress Report on ForeIGN DIscRIMINATIONS AGAINST AMERICAN SHIPPING 
Since Apri 1952 


ARGENTINA 


During discussions on May 8, 1952, Argentine officials disclosed that previous 
representations by the Department had effected the removal of certain dis- 
criminatory Argentine port charges. Decree No, 26224, effective January 1, 1952, 
established identical charges for Argentine and foreign vessels in entrance fees, 
light and health dues, permanency dues, and wharfage and anchorage dues. 
This fact was not available for reporting at the 1952 Senate hearing on foreign 
discriminations against United States shipping. This information was fur- 
nished by letter from the Department to Senator Warren G. Magnuson on 
June 18, 1952. 

In February 1958, an application for a waiver to the provisions of P. R. 17 
with respect to an Export-Import Bank loan to an Argentine firm was denied, 
This action was taken in view of the remaining Argentine discriminations 
against American shipping. 

BRAZIL 


On April 2, 1952, upon instructions from the Department, the American 
Embassy at Rio followed up its formal note of protest of September 25, 1951, 
regarding discriminatory berthing regulations in Brazilian ports in favor of 
Brazilian vessels. As a direct result of these representations, exclusive berth- 
ing privileges accorded to Brazilian vessels were suspended on April 4, 1952. 

Prolonged negotiations with Brazil have resulted in a recent understanding 
aimed at resolving outstanding shipping problems between the United States 
and Brazil. On January 6, 1953, berthing preferences and the exclusive use 
of warehouses for Brazilian vessels under Decree Law No. 437 of 1938 were 
canceled by administrative action. In addition, by the introduction of appro- 
priate legislation the Brazilian Government has undertaken to permanently 
eliminate Decree Law No, 347 as well as article 20 of law No. 420 under which 
shippers using Brazilian vessels receive a 50-percent discount on consular fees. 
‘The Brazilian Government also has undertaken a commitment to put into effect 
certain measures recommended by the United States, Brazil Joint Commission 
for Economie Development designed to remove the causes of congestion in 
Brazilian ports. 


CANADA 


On April 30, 1952, the Department instructed the American Embassy at 
Ottawa to protest again the compulsory assessment of pilotage dues at ports 
in the British Columbia pilotage district. The Canadian Department of Ex- 
ternal Affairs reiterated its previously expressed views that its pilotage regu- 
lations do not depart from the principle of reciprocal treatment and therefore 
do not constitute a discrimination against American vessels. 


CHILE 


The Chilean Government recently instructed its consuls in United States Pacific 
ports not to certify documents for shipments via non-Chilean vessels if vessels 
of a Chilean line which recently instituted service to that area were available 
at such ports within 15 days. In addition. Chilean authorities are stamping the 
clause “national vessels” on import licenses for such cargoes moving to Chile. 

A careful review of this problem has been made by the Department jointly 
with the Maritime Administration. On July 3, 1953, the Department instructed 
the American Embassy at Santiago to make strong representations to the 
Chilean Government in protest against this serious discrimination against United 
States shipping and to seek its removal. 
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ECUADOR 


Efforts to eliminate Ecuadoran discriminations against United States shipping 
by the negotiation of a treaty of friendship, commerce, and navigation are being 
continued, 

In July 1952 the matter of the discriminatory consular fee practice was again 
brought to the attention of the Minister of Foreign Affairs by the American 
Embassy at Quito. On May 1, 1953, the Department instructed the American 
Embassy to present a formal note of protest to the new Ecuadoran Govern 
ment expressing this Government's concern over this discriminatory practice 
and urging that it be discontinued. 


FRANCE 


In July 1952 the Department instructed the American Embassy at Paris to 
bring once again to the attention of the French Government this Government’s 
concern over the compulsory use by American vessels of courtiers maritimes, or 
licensed customs brokers at French ports. These representations were renewed 
by the Embassy in December 1952. 

The compulsory use of courtiers maritimes has also been brought to. the 
attention of French authorities with respect to a request for a waiver to 
PP. R. 17 in connection with a $45 million Export-Import Bank credit to France 
for the purchase of cotton. Extensive negotiations have been carried on by 
the Maritime Administration and the Department in this regard. The Depart 
ment will continue its efforts to entirely relieve American ship operators from 
the extra expense of this practice. 


PHILIPPINES 


At the April 4, 1952, hearing a discriminatory charge was placed against the 
provisions of a 17-percent foreign exchange remittance tax imposed by the 
Philippine Government. The tax has been in effect since March 28, 1951, and 
applies to most Philippine foreign exchange transactions. 

Certain exemptions are provided: Payment of expenses for the drydocking 
and repair abroad of vessels of Philippine registry, and payment of purchase 
price or charter hire of airplanes and vessels of Philippine registry and spare 
parts, equipment, accessories of airplanes and vessels of Philippine registry are 
exempt from the tax. The exemptions, added to the fact that one American air 
carrier operates under special tax-exempt franchise and the further competitive 
fect of air and ship competition for the same traffic create a condition that 
gives rise to inequities in the international transportation field. 

The Philippine peso-dollar exchange remittance tax is the subject of continu- 
ing representations to the Philippine Government. A documentary stamp tax 
on passenger fares has been reported as a discrimination. This is currently 
nnder consideration. 


SPAIN 


In April 1952 an application for a waiver to Public Resolution 17 in connec- 
tion with a $12 million Export-Import Bank loan to Spain was denied. This 
action was taken in view of the failure by Spain to eliminate certain dis 
criminatory exchange regulations 

Following prolonged negotiations by the Department and the Maritime Ad- 
ministration with Spanish authorities, a waiver was granted to P. R. 17 in 
June 1952 in view of a Spanish decision to permit American carriers to collect 
freight in pesetas to the extent of their annual port and administrative ex- 
penses in Spain. This decision, however, was not implemented by Spanish 
authorities until December 1952, and only after representations were made by 
the American Embassy at Madrid. 

The Department is currently engaged in discussions with the Maritime Ad- 
ministration and the Spanish Embassy with respect to a new Spanish applica- 
tion for a waiver to P. R. 17. These discussions provide an opportunity for a 
review of the unsatisfactory working of the 1952 agreements made with re- 
spect to Spanish currency regulations. The Department will continue its 
efforts to improve the position of American shipping interests in Spain. 
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DEPARTMENT OF STATE, 
Washington, August 14, 19538. 
Hon. CHARLES 1. POTTER, 
Chairman, Special Subcommittee on Maritime Subsidies, 
Committee on Interstate and Foreign Commerce, 
United States Senate. 


My Dear Mr. Porrer: Reference is made to your letter of June 26 and to the 
Department’s reply thereto, dated August 4, 1953, in which it was stated that 
a separate reply was being prepared with respect to marine insurance. 

The question of discrimination in marine insurance has been under serious 
consideration by the Department and the United Nations Transport and Com- 
munications Commission for more than 2 years. Representatives of United 
States marine insurance interests have discussed the question with the Depart- 
ment and, through the International Chamber of Commerce, have requested 
that it be considered by the Transport and Communications Commission. 

Exchange controls, necessitated by dollar shortages, together with a desire 
to protect national insurance interests, are the underlying causes of this dis- 
crimination. Many countries have adopted laws, regulations, or practices which 
effectively restrict the participation of United States marine insurance interests. 
Discriminatory insurance practices assume various forms in various countries. 
Among these may be cited: 

(a) Laws explicitly require importers and exporters responsible for trans- 
portation risk coverage to insure in locally licensed insurance companies. 

(b) Special taxes are imposed where insurance is not purchased from 
local underwriters, or, upon premiums transmitted abroad. 

(c) Administrative and unofficial pressure is directed through exchange 
control mechanism when application is made for foreign exchange license. 

(d) Restrictive insurance clauses are incorporated in bilateral trade 
agreements, 

At the request of the International Chamber of Commerce this question was 
placed on the agenda of the fifth session of the Transport and Communications 
Commission, held in March 1951. The TCC adopted a resolution calling upon 
the Secretary General to conduct a study “to determine the extent to which 
these restrictions in transport insurance are being applied, and their impact on 
international trade, with a view to determining what steps can usefully be taken 
by the Commission.” 

Pending the completion of such a study, the Economic and Social Council, at 
the suggestion of the TCC, adopted a resolution requesting “Governments to 
adopt, insofar as possible, a policy of nondiscrimination in transport insurance, 
and to permit the placing of transport insurance on the most economic basis.” 

The study conducted by the Secretariat of the TCC culminated in a report to 
ECOSOC, dated December 23, 1952, under the title of “Discrimination in Trans- 
port Insurance.” This report was presented to the TCC session in February 
1953. <A copy of the report is attached. Following the report’s recommendation, 
the TCC adopted a resolution, which in turn was adopted by the ECOSOC, 
instructing the Secretary General to bring to the notice of the contracting 
parties to the General Agreement on Tariffs and Trade ‘the revelant resolu- 
tions of the Council and of the Commission and the study by the Secretary 
General for possible action.” The resolution also instructed the Secretary 
General to bring these same documents to the notice of the International 
Monetary Fund “with a view to examination by the Fund of the possibility of 
achieving relaxation of exchange controls as applied to transport insurance.’ 

Throughout the consideration of this matter in TCC and ECOSOC, the actions 
referred to have had the support of the United States delegation. At the 
present time, interested agencies of this Government are giving consideration 
to the action that might appropriately be taken at the eighth session of: the 
contracting parties to the GATT, scheduled to convene at Geneva on September 
17, 1953. 

As a result of discussions between the Department and representatives of the 
United States marine insurance interests, the Department embarked upon a 
program of seeking nondiscriminatory treatment in the placing of insurance on 
goods moving in the foreign trade of the United States through the inclusion 
of a new provision in commercial treaties, The provision sought to be ineluded 
in such treaties reads as follows: 
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“Neither party shall impose any measure of a discriminatory nature that 
hinders or prevents the importer or exporter of products of either country from 
obtaining marine insurance on such products in companies of either party.” 

This provision has been incorporated in only one treaty—that with Japan, 
which has not yet come into force. The Department will continue to seek 
its inclusion in all commercial treaties which may be negotiated in the future. 

Sincerely yours, 
THRUSTON B. Morton, 
Assistant Secretary 
(For the Secretary of State). 


Senator Porrrer. The committee is adjourned. 
(Whereupon, at 6:20 p. m., the subcommittee adjourned.) 
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